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Orleans Parish School Board

3520 General DeGauile Drive + Suite #5055 + New Orleans, Louisiana 701 14
(504) 304-5660 office + (504) 309-2865 fax

Darryl C. Kilbert, Superintendent

March 17, 2008
RE: CAFR 2007

The President and Members
Orleans Parish School Board

The Orieans Parish Schooi Doard is aggressively pianning our schooi sysiem’s financial
future. With & population that is drenched in higher living cost, higher taxes, and lower
future expectations, we recognize that a quality education system is & key to recovery.
Most importamiiy, the Board hias overseen the activities of the Superimendemt and
administration in rebuilding the academic standing and achievement of our students.
Since the sworm, our diswict schoois have achieved upwards of 96 percent in smdent
attendance and a 97 percent graduation rate. We extended our school day and invested
funds to provide a significant increase in staff professional development.

The foliowing is an update of services and activities the Oricans Parish Schoois nave
performed:
Academic Update

» Initation of the FPeriormance Serics — a compuier-administered 1es1 which aiiows
pinpointing proficiency of students across a range of subjects; a studemt
assessment program.

» Initimion of the Achievement Series — a powerfui web-based district wide
assessment solution that allows K-12 educators to develop and administer tests,
capture immediate results, and produce standard based reports.

» Implementing fully equipped Model Classrooms in 25% of OPSB classrooms in
2008.

» [mpiememed stxiemt pordoiios with evidence of stndent use of availabie
technology in learning.

» Recognized for 100% compliance in IDEA Special Education services for
students.

» Provide Child Search evaluation services to all preschool children ages 3-5 who
reside in Orleans Parish.

“Success Is the ONLY OPTION!”
-Y -



Accountability Update

» Completed the first evaluation of OPSB charter schools utilizing the NACSA
Charter School Framework adopted by BESE and OPSB.

» Completed the first evaluation of NOPS schools utilizing & modified version of
charter school framework.

» Developed and implemented ExCELSS Protocol-Examining Curriculum
Enhanced Leaming for Students — a uniform process for monitoring and learning.

Safety and Security Update
» Initiated the implementation of the revised State Safety and Security Plan at all
OPSB schools.

» Deployed “Visitor Management” software and hardware in NOPS schools to
create a data base of visitors that tracks visitors and checks against a national
crime registry through the use of a driver’s license swipe before the visitor is
given an access pass.

» Secured and boerded OPSB vacant properties.

» Training and Professional Development Activities:
o Training provided to school personnel on Emergency Management, Crisis
Communications and Bomb Threats, basic personnel qualifications
o All security officers are CPR Certified and trained in First Aid
o Collaborating with IT and Facilities Departments for implementation IP
controlled access to each OPSB school.

The Orleans Parish School board is committed to creating a world-class public education
system that is child centered and supports the rebuilding of the city of New Orleans.

Respectfully,

Ty

Orleans Public Schools
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Orleans Parish Public Schools

3520 General deGaulle Drive * New Orleans, Louisiana * 70154
(504) 304-5680 office (504} 309-2865 fax

Stan Smith, Chief Financial Officer

March 17, 2008

The President and Members
Orleans Parish School Beard

We are pleased to present the Comprehensive Annual Financial Report (CAFR) of the
Orleans Parish School Board (OPSB) for the fiscal year ended Jume 30, 2007.
Responsibility for both the accuracy of the data, and the completeness and fairness of the
presentation, including all disclosures, rest with the OPSB.

To the best of our knowledge and belief, the data included in the CAFR are accurate in all
material respects and are reported in a manner designed to present fairly the Statement of
Net Assets (Deficit) and Statement of Activities of the OPSB. All disclosures necessary
1o enable the reader to gain an understanding of the OPSB financial activities have been
included. This report also includes all funds and account groups of the School Board.

The CAFR is presented in two sections: Introductory and Financial. The Introduction
Section includes this Transmittal Letter and a list of principal officials. The Financial
Section includes required supplemental information (Management Discussion and
Analysis), basic financial statements, and other supplemental information, as well as the
independent auditors” report on the basic financial statements.

The OPSB is a political subdivision created under Louisiana State Statues and has the
power to sue and be sued, to make rules and regulations for its own government
consistent with the laws of the state of Louisiana and the regulations of the State Board of
Elementary and Secondary Education. The School Board operates within Orleans Parish
providing a full range of regular education and related services as required by the
Louisiana State Statutes. It is authorized to establish public schools (including the
authorization of Charter schools) it deems necessary to provide adequate school facilities
for the children of the parish, to determine the number of teachers to be employed and to
determine local supplement to their salaries. Accordingly, the OPSB is not included in
any other governmental reporting entity since its members are elected by the public for a
term of four years and have decision-making authority, the power to designate
management, the ability to significantly influence operations and have primary
accountability for fiscal matters for the Orleans Parish School System.

The boundaries of the OPSB area of responsibility and the City of New Orleans are
coterminous and located near the mouth of the Mississippi River in Southeast Louisiana.
The leading industries of the local economy are petroleum, port, tourism, and
construction.

- vii -




Page 2
Continued: Comprehensive Annual Financial Report 2007

All funds and entities controlled by or dependent on the OPSB are included in the CAFR.
These financial statements present the School Board as the primary government. OPSB
had twelve active Charter Schools. These Charter Schools are as follows:

Approximate
Number of
Charter School Students **
Audubon Charter School 598 ¢
Benjamin Franklin High School 548
Einstein Charter School 492
Edward Hynes Charter School 411*
Lzke Forest Elementary Charter School 412
Lusher Charter School 1432%
New Orleans Science and Math High School 369 *
Robert Russa Moton Elementary 210*
Priestley School Of Architecture and Construction 218*
Warren Easton Senior High School 834
Algiers Charter Schools:
Alice M. Harte Elementary 634
Edna Karr High School 805
Total Enrollment 6,963

®

Included in the June 30, 2007 financial statements.
**  Approximate Student Enrollment as of October 1, 2007

The charter schools financial statements are normally presented in our CAFR as discrete
component units of the reporting entity because they are fiscally dependent on the OPSB.

However, several charter schools had not yet competed their audited financial statements

of the report date; thus, only seven of the charter schools are included in our June 30,
2007 CAFR.

i cial Officer
Public Schools
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PENDENT A ! R

The Orleans Parish School Board

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Orleans Parish School Board (School Board) as of and for the year ended
June 30, 2007, which collectively comprise the School Board's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the School Board's management. Our responsibility is to express
opinions on these financial statements based on our audit. We were not engaged to audit the financial statements of the
component units. The financial statements of the component units were audited by other accountants.

Except as discussed in the following paragraph, we conducted our audit in accordance with anditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions,

All of the financial statements of the School Board’s component units were not sudited as of the report date, and we were
not engaged to audit those component units as part of the basic financial statements.

In our opinion, except for the effects of adjustments, if any, as might have been determined to be necessary had all of the
component units’ financial statements been audited, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, each major find, and the aggregate
remaining fund information of the School Board, as of June 30, 2007, and the respective changes in financial position,
and, where spplicable, cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Stemdards, we have also issued our report dated March 17, 2008, on our
consideration of the School Board's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control aver financial reporting and compliance and the results of that testing,
and not to provide an opinion on the interral control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The management's discussion and analysis and budgetary comparison information on pages xi through xxvi and pages
51 through 52, respectively, are not a required part of the basic financial statements, but are supplementary information
required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquirics of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
School Board’s basic financial statements. The introductory section, combining and individual nonmajor fund financial
statements and schedules, and statistical schedules are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The combining and individual nonmajor fund financial statements have been
subjected to the auditing procedures applied in the audit of the basic financial statements and in our opinion, are fairly
stated, in all material respects, in relation to the basic financial staternents taken as a whole. The introductory section and
statistical schedules have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

Pocklipwate. - Hatlovif

New Orleans, Louisiana
March 17, 2008




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS

Overview and Analysis of Financial Activities

The Orleans Parish School Board (School Board), as the financial manager of the Orleans Parish School
System, offers the readers of these financial statements an overview and analysis of the financial activities
of the School Board. This overview and analysis is designed to assist the users of these financial
statements in focusing on significant issues, identify significant changes in the School Board’s financial
position both at the government-wide and fund levels, and highlight material changes from the School
- Board’s approved budget.

Our discussion and analysis of the School Board’s financial performance provide an overview of its
financial activities for the fiscal years ended June 30, 2007 and 2006. The first section will discuss the
impact of Hurricane Katrina and of ACT 35 by the Louisiana State Legislature. The later sections will
discuss more specifically the changes in the financial results between fiscal years 2007 and 2006. This
discussion and analysis should be read in conjunction with the additional information that we have
furnished in our letter of transmittal, which can be found on pages v through vii, and the financial
statemenis on pages 1 through 75,

Impact of Hurricane Katrina

On August 29, 2005 Hurricane Katrina struck the New Orleans area causing widespread damage to
properties throughout the region. The School Board's schools, administrative buildings, warehouses and
other structures, along with furniture and equipment, and vehicles, were severely damage or destroyed by
the hurricane. It is estimated that the total gross damage to the School Board’s property could
approximate $900,000,000. The storm damage not only caused an immediate negative economic impact
to the New Orleans region, but it will also have long-term negative economic consequences to the region
and the School Board. This adverse impact is evidenced by lower ad valorem and sales tax revenues that
support the School Board’s operations, as well as higher operating costs and extensive rebuilding costs
that will not be fully covered by insurance proceeds or other government programs or grants such as
FEMA. These issues are discussed in further detail below:

Fixed Asset Appraisal and Valuation Adjustments

The School Board contracted with an outside fixed asset appraisal/valuation company to determine the
estimated original cost value, including past years refurbishments, of the School Board's land, buildings,
equipment and other property as of June 30, 2005. The School Board contracted with this
appraisal/valuation company for two purposes: (1) to correct the School Board’s accounting records and
valuations for its fixed assets, including any adjustments to its accumulated depreciation, as of June 30,
2005; and (2) to assist in the assessment of the hurricane damage to the School Board's furniture, fixtures
and contents as well as estimating building replacement costs. The June 30, 2006 financial statements
reflected a prior period adjustment of $26,413,297 to increase the net book value of the School Board’s
property and equipment at June 30, 2005 in accordance with this appraisal/valuation.



ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Storm Damage-Impairment and Contents Losses

In the year ended June 30, 2006 the School Board recorded an impairment to hurricane damaged assets in
accordance GASB 42 Accounting and Financial Reporting for Impairment of Capital Assets and for
Insurance Proceeds, which in part states that impairment expense cannot exceed the individual assets net
book value. The impairments to the School Board’s assets are summarized as follows:

Buildings and improvements impairment $ 79,901,083

Furniture, equipment and contents damage 2,062,493

Gross impairment of property and equipment

before insurance proceeds 82,503,576

Less insurance proceeds in Katrina Restoration Fund (9,372,810)

Net impairment and contents damage expense $ 73,130,766
Insurance Proceeds

The School Board had insurance policies in effect at the time of the hurricane for comprehensive property
damage (including flood), casualty, business interruption and other coverage’s in the aggregate amount of
$200,000,000 and additional insurance policies covering flood damage in the amount of $17,800,300. As
of June 30, 2007, the insurers have remitted $25,000,000 for property damage and $9,214,219 for flood
damage for a total of $34,214,219 (see Act 35 below for allocation of $24,841,409 of these total insurance
proceeds to the new RSD Schoal District). The School Board has filed lawsuits against its insurers to
collect its remaining claims for additional aggregate damage of approximately $175,000,000. Since the
outcome of these lawsuits, including the timing and exact amount of insurance recoveries are uncertain
of the report date, the potential net recoveries have not been included in the accompanying financial
statements. The School Board has made an additional flood insurance claim for $1,825,000 which may
represent the maximum amount of flood insurance coverage remaining by individual property. These
proceeds will be recorded in fiscal year 2008 when and if they are received. The School Board also
received additional transportation insurance proceeds in the amount of $3,500,000 prior to June 30, 2006
and $1,500,000 in October 2007 for losses to its transportation assets including leased school buses. Both
of these transportation insurance receipts, totaling $5,000,000, were recorded as revenue in the General
Fund as of June 30, 2006. The School Board estimates that a significant portion of the hurricane related
losses will be covered through-grants from the Federal Emergency Management Association (FEMA),
Community Development Block Grants (CDBG) potential grants from other Federal and/or State
agencies and through additional insurance recoveries. Although many of the School Board’s schools
have now been repaired and reopened, assessments and repair of the damages by the School Board’s
employees, consultants, contractors, and FEMA is ongoing as of the report date. Sec additional
information regarding FEMA below.
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Employee Layofis after the Storm

The majority of the employees of the School Board were put on Disaster Leave effective as of the date of
the storm and, on March 24, 2006, approximately 8,000 of the School Board’s employees were
terminated. The School Board paid the terminated employees approximately $4.6 million in accrued
vacation benefits and approximately $2.1 million in accrued sick leave. As of the report date the School
Board had approximately 580 full time or part-time employees. The laid off employees have also
received extended unemployment compensation benefits from the State of Louisiana Department of
Labor amounting to approximately $34,413,000 as of June 30, 2007. These unemployment compensation
benefits are not expected to be extended any further by the State. The School Board has the responsibility
to reimburse the State for these unemployment benefits. Since the State has deferred the School Board’s
payment of this liability until July 2008, the liability has been classified as long-term in the statement of
net assets.

Federal Assistance for New Funding for the Schoel Board’s Operations

Due to Hurricane Katrina, the Orleans Parish tax and economic base was severely damaged. As a result,
the School Board's ad valorem and sales tax revenues have been significantly reduced. In order to assist
in providing funding for the operations of the School Board’s schools, two new loan programs were
adopted by the Federal Government. On May 12, 2006 the School Board received $25 million in Special
Community Disaster Loan (CDL) proceeds and an additional $34.5 million CDL loan proceeds in
September 2006 (See Footmotes 9 and 21). The loans are collateralized with the School Board's future
revenue after provision has been made for payments required in connection with any outstanding bond
indebtedness in existence at the time of these CDL loans.

The Gulf Opportunity Zone Act, which was passed by the Federal Government on December 21, 2005,
allows for the issnance of Gulf Tax Credit Bonds (GO Zone bonds) by the State of Louisiana to assist
local governments in paying bonded indebtedness. As a result, the State has paid $33,438, 546 of the
School Board’s debt service for bonded debt in fiscal 2007. An additional $28,233,689 and $14,480,519
will be paid in fiscal 2008 and 2009, respectively. This new GO Zone debt in the amount to $76,152,754
will have its principal and interest payments deferred until July 15, 2012, when semi-annual principal and
interest payments will begin. The debt will begin accruing interest at a rate of 4.640% on July 15, 2011,

Charter Schools Openings Following Hurricane Katrina

The School Board has approved twelve Charter Schools . These Charters and the five schools operated
by the School Board opened after the hurricane between December 2006 and February 2007. As of June
30, 2007 the twelve Charter schools had approximately 6,320 students and the School Board’s five
schools had approximately 2,825 students (see Act 35 below for information about the new Recovery
School District (RSD)). The School Board provides the Charter schools and the RSD schools with their
pro rata share of local ad valorem and sales tax funding along with a pass through of the Charter schools
share of State funds provided through the Minimum Funding Program (MFP). The State remits directly
to the RSD schools their share of MFP. The total amount of local tax and MFP funding paid by the
School Board to its Charter Schools amounted to $46.5 million and $24.7 million for fiscal years ended
June 30, 2007 and 2006. The amount of local tax funding paid by the School Board to the RSD schools
amounted to $40 million and $3.3 million for the same periods. During fiscal 2007 the amount of local
tax paid to the RSD was based on an estimate of expected collections of sales and ad valorem taxes
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

during the year. Due to the uncertainty of tax collections after Hurricane Katrina, this estimate was
significant less than actual collections. Subsequent to June 30, 2007 the School Board received a request
for an additional payment of local tax totaling $41 million based on actual tax collections. In agreement
with the RSD, the School Board has agreed to pay $20 million of this balance prior to June 30, 2008. The
remaining $21 million will be peid upon a final reconciliation of amounts due between the two
organizations. The $20 million payment due in fiscal 2008 is recognized as a liability in the accompany
General Fund. The remaining $21 million is reflected in the Long Term Debt Fund. During fiscal 2007
five of the School Board’s Charter Schools were transferred to the authority of the RSD. The School
Board approved five new Charter Schools which resnits in the School Board being responsible for
twelve Charter schools in fiscal 2007.

The School Board is also responsible for managing Federal and State grants for both its own schools and
the Charter Schools (called Special Revenue Programs). The amount of Federal funding that was paid to
the School Board to be passed through to the Charter Schools amounted to $9,826,815 for the year ended
June 30, 2007 ($16,877,592 for the year ended June 30, 2006).

ACT 35 of the Lounisiana State Legislature

In November 2005, Lounisiana House Bill 121 (Act 35) transferred control of each School Board school
deemed to be in academic crisis, as determined by standardized student testing results, to the Louisiana
State Department of Education’s Recovery School District (RSD). This Act resulted in approximately
83% (106 schools) of the School Board’s former schools being transferred to the new RSD. Effective
with the passage of Act 35, the RSD is responsible for providing all educational services to students
attending the transferred schools. The bill provided for the transfer of operational and managerial control
of the transferred schools for a period of not less than five years. Further, the bill provides the RSD with
authorization to manage and retain funding under the Minimum Foundation Program and it’s pro rata
share of local ad valorem and sales taxes corresponding to the students attending the transferred schools.
While the School Board retains ownership of each transferred school, Act 35 transferred all rights and
responsibilities associated with property ownership to the RSD. At the direction of The Louisiana
Department of Education, the School Board transferred the net book value (after impairment due to
Hurricane Katrina) of the transferred schools to the RSD and recorded a long term receivable from the
RSD in the amount of $134,614,742 as the bill provides for the schools to be returned to the School Board
at the conclusion of Act 35. The summary of the properties transferred is as follows:

Accumulated
Cost Depreciation Net Book Value
Land $ 19727972 § - $ 19727972
Building and improvements 263,849,452 157,308,775 106,540,677
Fumiture and equipment 58,541,683 50,195,590 8,346,093
$ 342,119,107 § 207,504,365 $ 134,614,742
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ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Insurance Proceeds to RSD

During 2006, the School Board received $34,214,219 of insurance proceeds related to wind and flood
damage to its schools. Act 35 provided that any insurance proceeds that are not used by the School Board
for debt service requirements, are to be allocated to both the School Board and to the RSD to be used to
help fund the storm damage repairs to each of their respective schools. Since the insurance companies
have not yet provided a complete allocation of the insurance proceeds by school, an estimate was made to
allocate the insurance proceeds. The estimated allocation, which may change in the future when better
facts are known, amounted to $9,372,810 for the School Board’s remaining schools and $24,841,409 for
the schools transferred to RSD. This liability to the RSD is offset by expenditures the School Board
incurred on behalf of the RSD resulting in a net liability for the year ended June 30, 2007 of $6,511,355.
This net lability is recorded in the Katrina Restoration Fund.

Rebuilding of the School Board’s and RSD Schools with FEMA Assistance

The RSD hired a consulting firm to assist them in the management of the rebuilding of the schools in the
New Orleans area. This contract also provided for the management of the insurance recoveries and the
assistance being provided by the Federal Government through FEMA. The School Board has also
contracted with the consulting firm for the same purpose. In order to get the rebuilding process started as
soon as possible, FEMA required the School Board to be the “FEMA Applicant” regardless of whether it
was &n RSD school or a School Board controlled school. This requirement was subsequently changed by
FEMA whereby each School District was made responsible for its own schools. In the interim however,
the School Board incurred expenditures on behalf of the RSD and received FEMA reimbursements on
behalf of the RSD. At June 30, 2007, the net payable to the RSD by the School Board regarding the

FEMA related rebuilding and operating activities and the related insurance proceeds allocations are as
follows:

June 30, 2006
Insurance proceeds allocated to RSD $ 24,841,409
FEMA Reimhursements received on behalf of RSD 4,814,704
Rebuilding expenditures incurred on behalf of RSD {10,336.466)
Due to RSD, June 30, 2006 19,320,647
June 30, 2007
Prior Period Adjustment {See Note 3) (793.724)
Due to RSD, as adjusted, June 30, 2006 18,526,523
FEMA Reimbursements received on behalf of RSD 898,988'
Rebuilding expenditures incurred on behalf of RSD (12,914.455)

Duse to RSD, June 30, 2007 _5.6,511455




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Financial highlights between June 30, 2007 and 2006

At June 30, 2007 and 2006, the School Board’s net assets (deficit) were $(52,813,029) and (101,883,886),
respectively.

The overall decrease in net deficit for the fiscal year ended June 30, 2007 (fiscal 2006) resulted primarily
from the increase in cash, offset by increases in accounts payable and long term liabilities.

Grant program revenues for fiscal 2007 were $33,549,099 or 11.3 % of total revenue, as compared to
$33,801,994 or 12.0% for the fiscal year ended June 30, 2006 (fiscal 2006).

General revenues for fiscal 2007 were $233,258,445 compared to $248,655,819 for fiscal 2006. The
main decrease was in the State of Louvisiana Minimum Foundation Program funding ($64.8 miilion)
offset by increases in ad valorem taxes ($18.4 million) and sales and use taxes ($24.3 million). The §15
miltion decrease in general revenues results primarily from the effects of Hurricane impacted assistance
included in the fiscal 2005 minimum foundation funding.

Using this Comprehensive Annual Financial Report

The School Board’s Comprehensive Annual Financial Report (CAFR) consists of a series of financial
statements that show information for the School Board as a whole, its funds, and its fiduciary
responsibilities.

Government-wide Financial Statements (pages 1 through 4) include the Statements of Net Assets
(Deficit) and Activities respectively, provide information about the activities of the School Board as &
whole and present a longer-term view of the School Board’s finances. In summary, the government-wide
financial statements show the results of opcrations and financial position using the total economic
resources measurement focus and the accrual basis of accounting which emphasizes the long-term
financial picture and are very similar to the financial statements of the private sector.

Fund Financial Statements (pages 5 through 16) present information for three fund categories -
governmental, proprietary and fiduciary. Financial statements for governmental funds tell how we
financed our services in the shori-term as well as what remains for future spending. These fund
statements provide the reader with some insights into the

School Board’s overall financiat health, In short, the fund-level financial statements show the results of
operations and financial position using the current financial resources measurement focus and modified
accrual basis of accounting, emphasizing the change in fund balances as a result of the current year’s
operations, as well as the amount of resources available to spend.

Fund financial statements also report the School Board’s operations in more detail than the government-
wide financial statements by providing information about the School Board’s most significant fund(s) -
such as the General Fund, the Displaced Fund, Restart Fund, Title 1 Fund and the Capital Projects
(General Obligation Bond) Fund. The Governmental Balance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balances include the major funds as well as an aggregate of the
remaining funds that report general government operations. Proprietary Funds — Internal Service are an
accounting device used to accumulate and allocate costs internally among the School Board’s major
functions/funds. The School Board uses internal service funds for certain of its risk/insurance and print
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shop costs. Because these services predomimntly benefit the governmental rather than business-type
functions they are included within governmental activities in the government-wide financial statements.

The remaining statements, the Statement of Changes in Fiduciary Net Assets for the Fiduciary Funds and
the Statement of Revenues, Expenses and Changes in Net Assets for the Proprietary Funds, present
financial information about activities for which the School Board acts solely as an agent for the benefit of
students and parents and the financing of services provided by one department to others of the School
Board, respectively.

Other sections include Notes to the Basic Financial Statements (pages 17 through 50) and certain
Required Supplementary Information (pages 51 through 52). Included in the Required Supplementary
Information is a comparison of the General Fund budget with actual results on pages 51 through 52, Over
the course of the year, the School Board revises its budget as it attempts to deal with unexpected changes
in revenues and expenditures. Due to Hurricane Katrina and ACT 35, a major revision was necessary to
fiscal year 2006 budget.

Reporting on School Board as a Whole

The School Board implemented Governmental Accounting Standard Statement No. 34 and related
amendments in fiscal year ended June 30, 2002. Consistent with prior fiscal years the current year’s
statements focus on the School Board as 2 whole (government-wide) and the major individual funds.
Both perspectives (government-wide and major funds), allow the reader of the financial statements to
address relevant questions and broaden a basis for comparison (year to year).

One of the most important questions asked about the School Board’s finances is, “Is the School Board
better or worse off as a result of the year’s activities?” The Statement of Net Assets (Deficit) and the
Statement of Activities, shown on pages 1 through 4, report information about the School Board as a
whole and about its activities in 2 manner that helps to answer this question. These statements include all
assets and Labilities using the accrual basis of accounting similar to the accounting used by private sector
corporations. All of the current year’s revenues and expenses are taken into consideration regardless of
when cash is received and/or paid.

Also, component units are separate legal entities to which the School Board may be obligated to provide
financial assistance and are presented as a separate column in the government-wide and as individual
activities in the accompanying financial statements.

Statements of Net Assets (Deficit) and Activities, report the School Board’s net assets or deficit and
changes in them. The change in net assets (deficit) provides the reader a tool to assist in determining
whether the School Board’s financial health is improving or deteriorating. However, the School Board's
primary responsibility or mandate is to provide instructional and related services to its student population.
As such, the Statements of Net Assets (Deficit) and Activities for the School Board, report governmental
activities such as instruction, support services, interest on debt and food services. Most of these activities
are financed with taxes (ad valorem, sales and use), Minimum Foundation Program funds (MFP), and
state and federal grants. The reader will need to consider other nonfinancial factors such as property tax
base, current property tax laws, student enrollment growth, and facility conditions in arriving at their
conclusion regarding the overall health of the School Board.

- xvii -




ORLEANS PARISH SCHOOL BOARD
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Reporting School Beard’s Most Significant Funds
Fund Financial Statements

Our analysis of the School Board’s major funds begins on page 5 of the basic financial statements. The
fund financial statements provide detailed information about the most significant funds - not the School
Board as a whole. Some funds are required to be established by State law and by bond covenants.
However, the School Board has established other funds to help it control and manage for particular
purposes (such as the Child Nutrition) or to show that it is meeting legal responsibilities for using certain
taxes, grants, and other money (such as grants from the Department of Education). The School Board’s
funds (governmental, proprietary and fiduciary) use the folowing accounting approach:

Governmental Funds - All of the School Board’s services are reported in governmental funds.
Govemmental fund reporting focuses on showing how money flows into and out of funds and the
balances left at year-end that are available for spending. They are reported using an accounting
method called medified accrual accounting. The governmental fund statements provide a detail
short-term view of the School Board’s operations and the services it provides. Govemmental
fund information helps you determine whether there are more or fewer financial resources that
can be spent in the near future to finance the School Board’s programs. We describe the
relationship (or differences) between governmental activities (reported in the Statement of Net
Assets (Deficit) and the Statement of Activities) and governmental funds through reconciliation
to the basic financial statements on page 11 of the financial statements.

Proprietary Funds - Proprietary funds for the School Board use the accrual basis of accounting,
the same as on the government-wide statements. These funds are used to account for the
financing services provided by the School Board's departments, (such as health, life insurance,
workers’ compensation, print shop, etc.). The Balance Sheet, Statement of Revenues, Expenses
and Changes in Net Assets and Statement of Cash Flows reports are presented on pages 12
through 14 of the basic financial statements.

Fiduciary Funds - The School Board is the trustee, or fiduciary, for its student activities funds.
All of the School Board’s fiduciary activities are reported in the separate Statements of Fiduciary
Net Assets and Changes in Fiduciary Net Assets on pages 15 and 16 of the basic financial
statements, respectively. We exclude these activities from the School Board’s other financial
statements because the assets cannot be utilized by the School Board to finance its operations.

Infrastructure Assets

The School Board’s capital assets include land, construction-in-progress and exhaustible capital assets
(buildings and improvements, equipment, furniture and fixtures, transportation, etc.) that are used in
operations.
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MANAGEMENT"’S DISCUSSION AND ANALYSIS, CONTINUED

Government-wide Financial Analysis

The following analysis focuses on the Statement of Net Assets (Deficit) (Table 1) and Statement of
Activities (Table 2) of the School Board’s governmental activities.

TABLE 1
Condensed Comparative Statements of Net Assets (Deficit)
At June 30, 2007 and 2006
Increase Increase
Governmental Activities (Decrease) (Decrease)
Percent
2007 2006 Amount (%)
Current and other assets $ 315,509,669 $ 189,7-05,125 $ 125,804,544 66.32%
Capital assets, net 68,150,381 57,376,560 10,773,821 18.78%
Long-term receivable RSD 134,614,742 134,614,742 0.00%
Total assets $ 518,274,792 $ 381,696,427 $ 136,578,365 35.78%
Current and other liabilities $ 69,907,913 $59,610,357 $ 10,297,556 17.27%
Long-term liabilities 501,179,908 422,974,956 78,204,952 18.49%
Total liabilities 571,087,821 482,585,313 83,502 508 18.34%
Net assets (Deficit):
Invested in capital
assets, net of debt (60,145,631) (117,844,129) 57,698,498 ~48.96%
Restricted 170,841,198 70,195,363 100,645,835 143.38%
Unrestricted (163,508,596) (53,240,120) (110,268,476) 207.12%
Total net assets (deficit) $g52,813,0292 $(100,888 886) $ 48,075,857 -47.65%
- XiX -




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-Wide Financial Analysis, Continued

The School Board’s net assets (deficits) were $(52,813,029) at June 30, 2007 and $(100,888,886) at 2006.
Of which, $(163,508,596) and $(53,240,120) were unrestricted at June 30, 2007 and 2006, respectively.
Restricted net assets are reported separately to show legal constraints from debt covenants, capital
projects and enabling legislation that limit the School Board’s ability to use those net assets for day-to-
day operations., As of June 30, 2007 and June 30, 2006, the restricted net assets amounted to
$170,841,198 and $70,195,363 respectively.

Current and other assets have increased $125,804,544 from last year due primarily to: increased cash of
$182,633,441 as the School Board received in fiscal 2007 $34,471,963 in CDL loan proceeds and
$33,438,546 in Gulf Tax Credit Bonds loan proceeds, along with a reduction in taxes receivable of
$57,244,739.

Net capital assets increased from June 30, 2006 to June 30, 2007 by a net amount of $10,773,821 due
primarily to asset purchases and capital improvements. (See Note # 6, Capital Assets in the
accompanying financial statements for additional discussion regarding depreciation methods and related
accumulated depreciation). The June 30, 2007 financial statements reflects the value of the $134,614,742
of net capital assets transferred to the RSD as & long-term receivable since ACT 35 provides for these
capital assets to be returned to the School Board at the end of 5 years.

Current and other liabilities increased $10,297,556 due primarily to an increase in deferred revenues of
$7,444,535, and an increase in payables to the RSD for $9,919,829. These increases were offset by a
decrease in accounts payable of $6,172,472 due to final settlement of significant pre Katrina obligations.

Long-term liabilities increased by $78,204,952. The primary composition of this net change is as follows:
(a) an increase in bonds of $43,289,641 due to Community Disaster Loan proceeds of $34,474,9616 and
Debt Service Assistance Loan proceeds of $33,438,546. These increases were offset partially by
principal payments of $24,338,582; (b) an increase in due to other governments (RSD) of $21,056,187 for
their additional share of local tax revenues; (c) an increase in claims payable increased $11,735,296; (d)
an increase of $3,241,987 of interest payable on the Refunding Bonds, Series 1991. (Sec Note 14,
Litigation and Contingencies in the accompanying financial statements for additional discussion
regarding litigation}.

At June 30, 2007, the $(52,813,029) of net deficit represents the accumulated results of all governmental
operations. Accordingly, if the School Board had 1o pay off all of its bills today, including all of our
noncapital liabilities (for example compensated absences and claims), we would have insufficient
unrestricted assets to pay the liabilities. '
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MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-Wide Financial Analysis, Continued

TABLE 2

Condensed Comparative Statement of Activities (in thousands)
For the Years Ended June 30, 2007 and 2006

Variance Variance
Increase Increase
Governmental Activities {Decrease) (Decrease)
2007 2006 Amount Percent (%)
Revenues
Program Revenues:
Charges for services $ 25410 $ 25410 100.00%
Operating grants 33,549 $ 33,802 (253) 0.75%
Capital grants 4,034 4,034 100.00%
Total program revenues 52,993 33,802 29,191 86.36%
General Revenues:
Ad valorem taxes B3,673 65,314 18,359 23.11%
Sales taxes 88,459 64,117 24,342 -37.96%
Investment earnings 9,325 2,585 6,740 260.74%
Minimum Foundation Program 33,379 98,1381 (64,802) -66.00%
Other general revenues 18,422 18,640 (38) 0.21%
Total general revenues 233,258 248,657 (15,399 £.19%
Total revenues $ 295,251 $ 282459 $ 13,792 4.88%
{continued)
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MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Government-wide Financial Aualysis, Continued

TABLE 2, Continued
Condensed Comparative Statement of Activities (in thousands)
For the Years Ended June 30, 2007 and 2006

Variance Variance
) Increase Increase
Governmental Activities (Decrease) {Decrease)
2007 2006 Amount Percent (%)
Functions/Program Expenses
Instruction:
Regular programs $ 22992 $ 85734 $ (62,742) -73.18%
Special education programs 8,556 19,937 (11,321) -57.08%
Other instructional programs 16,203 21,429 {5,226) -24.39%
Support Services:
Student services 3,250 10,405 {7,155) -63.77%
Instructional staff support 3,795 6,060 - (2,263) -37.38%
General administration 7,939 10,660 2,721) -25.53%
School administration 1,597 9,508 (7.911) -83.20%
Business services 10,149 32,039 {21,890) -68.32%
Plant services 5,543 41,351 {35,808) -36.60%
Student transportation services 9,273 4,332 4,941 114.06%
Central services 16,111 5,603 10,508 187.54%
Other 2,630 6,765 {4,135) 61.12%
Food services 2,113 4,584 (2471 -53.90%
Transfer to RSD schools 81,019 3,327 77,692 233520%
Transfer to Charter schools 46,223 24,712 21,511 87.05%
Interest on long-term debt 16,614 16,982 (368) 2.17%
Repairs on behalf of RSD schools 12,915 12,915 100.00%
Total expenses 266,922 303,428 {36,506) -12.03%
Change in net assets 29,329 (20,969) 50,298 -239.87%
Beginning net assets (deficit) (100,388) (100,445) {443) 44%
Prior periods adjustments 18,746 20,526 {1,780) -8.67%
Beginning net assets (deficit),
as restated {32,142) (79,919) {2.223) 2.78%
Ending net assets (deficit) $ (52,813) $ (100,888) 3 48,075 -47.65%

- XXii -




ORLEANS PARISH SCHOOL BOARD
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Government-wide Financial Analysis, Continued

Total revenues for all governmental activities for the two fiscal years ended June 30, 2007 and June 30,
2006 were $296,251,0000 and $282,459,000, respectively (Table 2). The increase in total revenue in
2007 compared to 2006 in the amount of $13,7792,000 is a result of charges for services provided to other
governments totaling $25,410,000; increased ad valorem tax revenues of $18,359,000; increased sales
tax revenues of $24,342,000; and an increase in interest income of $6,740,000 offset by a reduction of
$64,802,000 in State of Louisiana Minimum Foundation Program funding. The increase in ad valorem
tax and sales tax revenues is due to the continued increase in construction and purchasing activities as the
population and tourists return to New Orleans after Hurricane Katrina. The reduction in Minimum
Foundation Program (MFP) is due to fewer students and a reduction in MFP funding as local ad valorem
and sales tax revenues increased.

The overall decrease in operating costs of $33,694,000 results from a reduction expenses to match the
student population serviced by the School Board operating schools, offset by increased transfers to the
RSD and Charter Schools of $77,692,000 and $21,511,000 respectively. The transfers to the RSD
represents their share of local revenues for the fiscal year based on the ratic serviced by each entity. The
transfers to the Charters represents their share of state minimum foundation funding and local revenue
share based on their student population. The School Board continues to focus on the provisions of
instructional and related support services aimed at academic excellence of its student population.

As reported in the Statement of Activities (Table 2), the total costs of all of our governmental activities
for the two fiscal years ended June 30, 2007 and 2006 were $ 266,922,000 and $ 303,428,000,
respectively. Some of the costs were funded by those who benefited from the programs or by other
governments and organizations who subsidized certain programs by providing funds reflected in
operating grants revenues in the amount of $33,549,000 for 2007 and $33,802,000 for 2005. The School
Board funded for the remaining “public benefit” portion of our governmental costs with revenues from
sales and ad valorem taxes of $172,132,000 for 2007 and $129,431,000 for 2006. Additionally,
$33,379,000 for 2007 and $98,181,000 for 2006 was provided from State MFP funds. Other revenues,
including interest and State revenue sharing, funded for the remaining “public benefit” governmental
Costs.

Table 3, Comparative Governmental Activities, reflects the gross cost of program services and the net
costs of those services after taking into account the program revenues for the governmental activities.
General revenues (including tax revenue), investment earnings, and unrestricted State entitlements are
used to support the net remaining costs of the School Board’s activities.
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Government-Wide Financial Analysis, Continned

TABLE 3
Comparative Governmental Activities (in thousands)
For the Years Ended June 30,
2007 2006

Gross Cost Net Cost Gross Cost Net Cost
of Services of Services  of Services of Services

Regular instruction programs $ 22992 $ 15226 $ 85734 $ 74,086

Special instruction programs 8,556 1,483 19,937 17,231
Other education programs . 16,203 841 21,428 18,520
Student services 3,250 1,783 10,405 8,893
Instructionatl staff support 3,795 2,251 6,060 5,237
General administration 7,939 7.548 10,660 9213
School administration services 1,597 1,518 9,508 8,217
Central services 10,149 9,187 32,038 27,423
Business services . 5,543 2,503 4,333 3,744
Student transportation services 9,273 8,747 5603 4,843
Plant services 16,111 6,566 41,351 35,738
Other 2,630 . 2830 6,765 8,765
Food services 2,113 (10) 4,584 4,584
Transfer to the RSD 81,019 81,019 3,327 3,327
Transfer to Charters schools 46,223 46,223 24,712 24,712
Repairs on behalf of RSD
schools 12,915 -
Inferest on long-term debt 16,614 16,614 16,981 16,981
Totals $ 266922 $ 203,828 $303428 $ 260624

Overall, the net cost of services in fiscal 2007 decreased by approximately $65,883,000 or 24.4 %. There
were marked decreases in most categories of 2007 net costs except for transfer to Charter and RSD
Schools and repairs on behalf of RSD schools. The major reasons for the decreases are attributed to
Hurricane Katrina and ACT 35 which caused lower student population, management staffing, and a
reduction in operating grants and contributions. The costs in category “Transfer to Charter & RSD
Schools” are in accordance with the changes in School Board operations discussed in previous sections of
this MD&A.




ORLEANS PARISH SCHOOL BOARD
MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

School Board’s Funds

The School Board uses several individual funds that are included in the Government-wide Financials
(Governmental Funds) in order to control and manage money for particular purposes. The individual
fund reports and related analysis assists in determining whether the School Board is being accountable for
the resources taxpayers and others provide to it. The General Fund is the primary operating fund which
reflects the majority of the School Boards revenues and expenses associated with the day to day
operations and activities of the schools and its administration. Generally the explanations of the financial
activities and year over year variances have been previously discussed in previous sections of this MD&A
report.

Capital Asset and Debt Administration

Capital Assets

At June 30, 2007 and 2006, the School Board had invested in a broad range of capital assets, including
land, twildings and improvements, furniture and equipment, transportation equipment, and construction-
in-progress.

A comparative analysis of capital assets follows:

Governmental Activities
June 30th
2007 20066
Land $ 7917433 $ 7917433
Buildings and improvements 93,844,279 93,844,279
Furniture and equipment 19,334,308 24,682,349
Construction-in-progress 22,026,702 11,906,932
Sub-
totals $ 143,122,722 $ 138,350,993
Accumulated Depreciation (74,972,341) {80,974,433)
Totals $ 68150381 $ 57,376,560

Overall net capital assets increased from June 30, 2006 to June 30, 2007 by a net amount of $10,774,000.
This increase is primarily attributable increases of $10,120,000 in construction in progress. (See the
-accompanying Notes to Financial Statements, for additional information regarding capitalization and
depreciation policies and changes in capital assets for fiscal 2006).
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MANAGEMENT’S DISCUSSION AND ANALYSIS, CONTINUED

Capital Asset and Debt Administration, Continned
Long term debt

Obligations include bonds, notes payable, capitalized leases and other long-term obligations including
accrued vacation and sick leave pay. We present more detailed information about our long-term liabilities
in Note 9 in the notes to the accompanying financial statements and in earlier sections of this MD&A.

Pursuant to the requirements of LSA-R_S, 39:562, the School Board is legally restricted from incurring
long-term bonded debt in excess of 35% of the assessed value of the taxable property (including
homestead exempt and non-exempt property) within the Parish of Orleans. At June 30, 2007 and 2006
the statutory debt limit for general obligation bonds is $646,148,259 and $645,853,797, respectively with
a net legal debt margin of $544,890,374 in fiscal 2007 and $531,527,287 in fiscal 2006.

Economic Factors and Next Year’s Budgets and Rates

As Orleans Parish continues to recover from the devastation cansed by Hurricane Katrina, the School
Board’s ad valorem and sales tax revenues should increase as New Orleans rebuilds and its population
and economic activity returns.

Contacting the School Board’s Financial Management

Our financial report is designed to provide our citizens, taxpayers, parents, students, and investors and
creditors with a general overview of the School Board’s finances and to show the School Board’s
accountability for the money it receives. If you have questions about this report or wish to request
additional financial information, contact Mr. Stan Smith, Chief Financial Officer, telephone number (504)
304-5680 or Ms. Thelma French, Administrator of the Office of Government and Community Relations,
telephone number (504) 304-5680, at Orleans Parish School Board, 3520 General De Gaulle Drive, New
Orleans, Louisiana 70114.
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Cash and cash squivalents
Investments
Taxes Receivable:
Sales tax
Ad valorem taxes
Due from Pidwciary Funds
Due from other povernments
Prepaid items
Inventory
Other receivahles
QOther
Long-term accounts receivable-RSD
Capital assets
Land
Construction in progreas
Capital assels, net of acowmulated depraciation

TOTAL ASSETS

LIABILITIES

Asoouss payahle

Retaimage payable

Payroll withhoklimgs

Salarics paysble

Other payables

Accrued intevest payabls

Due to other govermments

Deferred revenues

Long-term iiabilkties
Due to other governments in more thin one year
Unemployment compensation payable
Bands, notes, loans and capitatized leases due within one year
Bonds, aotes, loans and capitatized leases due in more than one year
Interest payable
Compensated absences due within one year
Compensated sbsences due in more than one year
Claims paysbls due within one year
Claima paynble due in more than one year

TOTAL LIABILITIES

o1

Princary Government Component Units

s 249,542,191 3 3,247,926
- 940,108

14,389,321 -

6,849,333 .

1,500

18,368,064 3134249

2,578223 108,600

82,461 -

1,698,571 69489

- 92,535

134,614,742 -

7,917,433 .

22,026,702

18,206,245 1,150,670

§ 518,274,192 $ 13,393,177
s 12,763,849 § 1,100,997
46,492 .

672,687 - 10,909

6,218,700 384,628

8,356,573 5935

3,778,850 81,607

29,384,087 329m

7.686,675 77,693

21,056,187 .

34,413,084 -
26,446,256 .
294,335,783 -

32,856 905 .

3,648,953 -

18,542,889 347

5,089,334 -

64,790 467 -

$ 571,087,821 $ 1,729,673
(contimed)




NET ASSETS

Invested in: capital assets, net of related debt
Restricted for:

Schno] Food Service

Debt Service

Encumbrances

Capital Projects

Instoctionsl Services

Workers’ Compensation claims
Unsestricted

TOTAL NET ASSETS (DEFICIT)

The acoompanying notes are an iniegral part of this statement.

-2-

Primary Government Component Units
$ (60,145631) & -
623,505 -
141,744 227 -
4,029,363
13,539.923 343,52
- 163,350
903,780
(163,508 ,596) 11,351,631
$ (52813029) % 11,263,504
(comcinded)




Diew Ocfeams, Louisiann
STATEMENT OF ACTIVITIES
FOR TRE YEAR ENDED JUNE 30, 2007
Program Revenues M(B:pau)hv::umd(:hmmiamt
Charges for Opersting Grants ~ Capital Graadts Primary Componsnt
Fanstioat/Freerisl Expeases Serviees and Contributions  and Contributions Governinent Units
Primary Goveramont:
Ingtruction:
Regular education programs 22592213 % 1957631 % 5124558 3 583300 § (15226223 3 -
Spexial edycation program 8,556,312 - 6,818,737 254970 1,493,105} -
Orber education programs 16.202,368 - 15,079,338 431,569 {641,161} -
Suppost Services:
Studant services 3,250,262 - 1,370,421 96,665 (1,783,176} -
Instructional staff smpport 3,754,717 - 1,430,661 112,387 (2.251,199) -
Geners) administration prvices 7,939,091 - 155,419 236,114 (7,547,558) -
Bchool sdministration sesvice 1,596,729 - 31,258 41,488 (1.512,543) -
Business survices 10,149,082 - 660,370 101,840 (9.186,872) -
Scadem transportation services 5,543 442 2,693,181 182,498 164 885 (2,502, 89€) -
Central services 9.292,856 - 250,268 275,781 [8,746,%07) -
Plant services 16,111,135 8,685,169 310,731 479,135 {6,565,430) -
Othes 2,630,253 - - - (2,630,233) -
Food sarvices 2,112,865 58,466 2,064,790 - 10,391 -
Truasfer io RSD achools- Local MFP 81,019,409 . . - ($1,019,409) -
Tramsfer to Charter schools- Local & Stete MFP 45,212,502 - - - (46,232,302) N
Repairs oo behalf RSD schools 12914435 12,015,467 . 298 988 - .
Intorest on long-torm debt 16,614,260 - . - (16,614,260} -
Total Pritsary Government 266,921,951 25,410,114 31,549,099 4,033,893 (203,928,845) -
Component Units
Audubon Charter School 5,151,086 . - - . (8.151,085)
Hynes Charter School Corporstion 1,808,751 - - - - (2,805,751}
Lake Forest Elementary Charter School 1,158,197 - - - - (2,158,787)
Lusher Charter School 13,586,028 - - B - (13,586,018)
The New Orleans Charter Science and Mathematics High
School 3815,586 - - - - (3.815,586)
The Priestly School of Architectire aad Construction LU ] - - - - (691,788)
Robert Russa Moton Chiarter School 1,432,230 - - - - (1,432230)
Total Component Units 29,641,266 - - - - (29,641,266)
(contied)

The sccompanymg notcs are an intepra) part of this statement.




Net expenses from previous page
General revenues
Taxes:
Ad valorem (property) taxes
Sales and uen takes
Stade revenue sharing
Grants and comtributions not restricted to specific purposes:
Mininum Foundation Program (MI'F)
Other
Interest and invesiment cxrings
Debt forgiveness
Imernnl Service Funds net cperating peofit
Miscellansous
Total goneral revenves
Change in net assets
Het assety (dedicit) - Juns 30, 2006, as previously
repoited
Prior period adjustments (note 3)
Net assets (deficit) - June 10, 2006, 23 restated
Net assets (deficit) - June 30, 2007

Net (Expenss) Revenue and Changes in Net
Axvels

Primary Component
Government Units

$ (203970045 § (29,641,266)

3,673,070 -
88,459,307 .
2,420,236 -
13,373,463 21937917
- 6ATI 23S
9,325,178 149,472
245284
735,082
14,581,825 4,536,886
2325845 N221,510
29,379 500 3,380,244
(190,82,586) 7,911,606
18,746,257 371,654

(82,142,629} $,283,260
$ !5;"3!02% 3 llllﬁ&

{concluded)




QRLEANS PARISH SCROOL BOARD
Now Ocicpas, Lewisiany
GOVERNMENTAL FUNDS
EALANCE SHEET
Junp 30, 3067
Geaonl Husricane Katrina Other
Genenl Obligation Refunding R i G J
Fund Bond Fund Boud Fand Fund Funds Tok!
ASSETS
Cash and cash equivalents 5 108,924,496 3 40,031,909 4 55,775,038 s 22,624,183 $ 13,373,523 ] 240,779,531
Taxes Reocivable:
Sales ax 14,339,321 - - - - 14,283,321
Ad valorem taxes 6,049 313 - . - - 6,849,328
Due from other funds 30,200,239 3,540,206 . - 12,721,104 45,961,669
Due from other government 13,771,925 - . 9,478,540 15,117,599 38,368,004
Prepaid items 25113 - . - - 2,578
Tmventory . . . . 82461 32,481
Other recaivabies §05,534 - - - 2.1¥7.217 3,092,751
TOTAL ASSETS 5 177619076 § 43422115 % 55775038 % 32102725 S5 A0982424  § 510107
LIADTLITIES AND FUND BALANCES
Liabilities:
Ascounts paysble $ 8,909,285 $ - $ - 3 1605218 3 1,170,416 3 12,645,519
Retainage payablc - - - 546,492 - 546,492
Payroll withholdings 672,687 - - - - 672,687
Salaties payuble 6,218,700 - - - - 6,213,700
Due to other fiseds - - 3129012 35,903,004 14,302,011 53,414,027
Due to other governments 22 872,632 - - 6,511,455 - 29,384 087
Deferred revenues - - . 1,806,271 485,133 2,292,424
TOTAL LIABILITIES 30,673,904 - 319,082 46,452,440 16,958,580 105,213,936
Eund balaccss:
Reserved for:
Inventory - - - $23,90% 623,905
Enctmbrances - - 4025477 1,885 4,029,363
Debt service 41,645,194 a5 32,646,026 - 1,030,292 141,744 227
Prepaid ems 2,578,123 . . . - 257223
Capital items - - . - 2,539,921 23,539,921
Usreserved, reported in:
Geacral Fund - Undesignated 92,721,183 - - - - 92,721,155
Capital Projects Fuad - - - {13,375,t92) - (13,375,192
Specia! Reveaue Fund - - - - 220 25
TOTAL FUND BALANCES (DEFICIT) 133945,172 43622115 12,646,026 (14,349,715) 26,023 344 246,387 442
TOTAL LIABILITIES AND
FUND BALANCES [ 177,619,076 3 43,622,115 3 55,775,033 3 32,102,725 3 42584 1 352,101,378
AR
The sccoripanying notes sz aa integral part of this statement.
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Total Fund Balences at June 30, 2007 - Govemmental Funds

Cost of capital assets at June 30, 2007

Less: Accumulated depreciation as of June 30, 2007:
Buildings
Movable property

Accounts receivable-RSD

Consolidation of Internal Service Funds

Long-term liabilities at June 30, 2007:
Bonds payable
Capital leases
Notes payable
Loans payable
Interest payable
Claims payable
Due to other govemments in more than one year
Unemploymeat insurance payable
Compensated absences payable

Total net assets (deficit) at June 30, 2007 - govemnmeatal activities

The accompanying notes ar¢ an integral part of thix statement,

-6

H 246,887,442

143,122,722
(60,010,647)
(14,561,694) 68,150,381
134,614,742
903,780
{216,868,730)
(6,820,908)
(4,177,801)
(92,914,600)
(36,635,755)
(68,290,467
(21,056,187
(34,413,084)
(22,191,842) (503,369,374)
$ 52,813,029




Genersl

General Obligation Refunding
Fund Bond Fund Bond Fund
REVENUES
Local sources:
Ad valorem taxes 3 81,526,074 $ 15,479,953 -
Saks and nse tax 62,850,261 - 22,590,774
Earnings on investments 5,550,194 431,164 . 1,338,858
Food services - - -
Donations 32,932 -
Other 17,819,998 - -
State and federnl sources:
Minimum Foundation Program 32,791,755 - -
State revenue sharing 2420236 - .
Orther 406,370 - -
Federal sources 214,677 - -
TOTAL REVENUES 203,912,497 15,911,117 23,929,632
EXPENDITURES
Current:
Instruction:
Regular programs 14,704,750 - -
$pecial programs 1,644,518 - -
Other programs 953,387 - -
Support:
Studeat services 1,701,780 - -
Instructiona] staff support 1,057,502 - -
General administration 7,130,149 - -
School administration 1,434,032 - -
Business services 8,120,944 - -
Student transportation services 4,908,926 - -
Central services 8,265,719 - -
Plant servioes 13,317,687 - -
Foed services - - -
Capital owtlay 41,782 - -
Other 7,619 - -
(continued)




Hurricanc Katrina Other
Restoration Governmental
Fund Funds Total
-8 - 97,006,027
- 3,018272 88,459,307
1,131,744 573,218 9325,178
- 58,466 58,466
- 51,881 84,813
12,629,482 9,675,123 40,124,603
- 586,708 33,378,463
- - 2,420,236
- 1,657,145 2,063,515
7,299,304 27,920,684 35,434,665
21,060,530 43,541,497 308,355,273
4,285,094 1,659,611 20,649,455
- 6,039,961 7,684,479
15,000 13,583,065 14,551,452
- 1,217,301 2,919,081
- 2,350,558 3,408,060
- - 7,130,149
- . 1,434,032
555,449 438,563 9,114,956
- 69,675 4,974,601
- 62233 £,328,012
1,092,613 59,194 14,469,514
- 2,112,865 2,112,865
10,549,905 3,487,235 14,078,922
2,429,178 193,456 2,630,253
(continued)
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EXPENDITURES, continued
Debt Service:
Principal retiroment
Imterest and bank charges
Bond issuance cost
TOTAL EXPENDITURES

EXCESS OF REVENUES QVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCFS (USES)
Proceeds from Debt Service Assistance Loan
Proceeds from Community Disaster Loan
Transfers in
Transfers out
Transfers out-charter schools
Teansfers out-Recovery School District
Other
TOTAL OTHER FINANCING
SOURCES (USES)

EXCESS OF REVENUES AND
OTHER FINANCING SOURCES
OVER EXPENDITURES AND
OTHER USES

FUND BALANCES, JUNE 30, 2006, as previously reported
PRIOR PERIOD ADJUSTMENT

FUND BALANCES, JUNE 30, 2006, as sestated

FUND BALANCES, JUNE 30, 2007

The accompanying notes are an integral part of this statement.

General Obligation Refunding
Fund Bond Fund Bond Fund
$ - 8 4,655,000 15,080,000
- 7,633,549 4,268,974
- 6,393 -
63,288,855 12,294,942 19,348,974
140,623,642 3,616,175 4,580,658
33,438,546 - -
34474961 - -
554,937 12,288 549 19,343,393
(34,208,275) (7,491,099} -
(46,222,502) . .
(59,963,222) - .
208,867 - -
(71,716,688) 4,797,450 19,343,393
68,906,954 8,413 625 23,924,051
64,398,353 35,208,490 28,721,975
5,639,865 - -
70,038,218 35,208,490 28,7121.975
3 138945172 % 4622115 § 32,646,026
(continued)




Hurricane Katrina Other
Restoration Govemmental
Fund Funds Total
5 - 3 4,601,582 $ 24,338,582
- 647,299 12,549,822
- - 6,393
18,927,259 368,524,598 150,384,623
2,133271 7,016,899 157,970,645
- - 33,418,546
- - 34,474,561
- 9,913,192 42,100,071
- (569,3935) (42,268,769)
- - (46,222,502)
(12,914,455) - {72,877,677)
- - 208,867
(12,914,455) 9,343,797 (51,146,503)
(10,781,184) 16,360,696 106,824,142
(3,341,965) 9,663,148 134 650,000
(226,565) . 5,413,300
(3,568,531) 9,663,148 140,063 300
s (14,349,715) § 26,023,844 s 246,887,442
e e ——meeet 1
(concluded)

-10-




Excess of Revenues and Other Financing Sources
over Expenditures and Other Uses - Total Governmenta! Punds

Prior period adjustment-ad valorem taxes

Capital Assets:
Capital outlay and other expenditures capitalized
Depreciation expense for year ended June 30, 2007
Assets disposed

Change in net assets of internal service funds

Long-Term Debt:

Proceeds from Community Disaster Loan

Proceeds from Debt Service Assistance Loan

Principal portion of debt service payments

Increase in due to other governmental in more than one year

Debt forgivencss

Excess of interest accrued over interest paid

Increase in estimete of long-term claims payable

Excess of cornpensated absences used over amounts camed
Change in net assets (deficit) - Governmental Activities

The accompanying noles are an intcgral part of this statement.

11

14,078,922
(3.218,118)
(86.983)

(34,474,961)
(33,438,546)
24,338,582
(21,056,187)

285,284
(4,058,045)
(10,145,912}

2,710,599

§ 106,824,142
(13,332,957)
10,773,821
903,780
{75,839,136)

$ 29329600




New Orieans, Lowisiana
'ARY -
BALANCE SHEET
JUNE 30, 2007
ASSETS

Cash and cash equivaients 4 8,762,640
Other receivables 605,320
Duc from other funds 11,322 957

TOTAL ASSETS 5 20,691,417

- —
LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable 5 1,667,714
Due to other funds 1,869,099
Clnims payable ’ 8,856,573
Deferred revenue 5,394,251

TOTAL LIABILITIES 19,727,637
et Assets;
Unrestricted 903,780

TOTAL LIABILITIES AND NET ASSETS ] 20,691 417

et

The accompanying notes are an imegeal part of this statement,
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OPERATING REVENUES
Employer contributions
Employee contributions
Retiree contributions
COBRA contributions
Retirce State contributions
Other contribations
Interest income

TOTAL OQPERATING REVENUES
OPERATING EXPENSES
Premium payments
Other expenses
TOTAL OPERATING EXPENSES

NET OFERATING INCOME

Transfers out
Transfers in

CHANGE IN NET ASSETS

NET ASSETS, AT JUNE 30, 2006

NET ASSETS. AT JUNE 30, 2007

The accompanying notes are an integral part of this strement,
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6,728,836
752,559
3,794,911
245,461
3,180,943
347642
461,635

15,512,107

14,777,024

14,777,025

715,082




New Oricans, Lonirinea
FROFRIETARY FUNDS - INTERNAL SERVICE
STATEMENT OF CASH FLOWS
FISCAL YEAR ENDED JUNE 39, 2007
CASH FLOWS FROM OPERATING ACTIVIZIES:
Cash premiums received H 18,922,313
Cash paid in claims end benefits (12,050217)
NET CASH PROVIDED BY
OPERATING ACTIVITIES 6,872 596
NET INCREASE IN CASH 6,272,596
Cash at beginning of year 1,890,044
Cash atend of year $ 8,762,640
b ———— ]
R ilinticn of ing i - 1i
opsrating yetivities
Operating loss s 735,082
Adjustments to reconcile operating logs to
net cash provided by operating activities:
Transfer in 168,698
Changes in:
Other seceivables {590,600)
Due from other funds (518,83R)
Prepaid insurance -
Accomnis payable {497.083)
Deferred revenue 3,394,251
Due o other funds 2,914,709
Claims payable/sedf-insured losses payable (733,623}
NET CASH PROVIDED BY
OPERATING ACTIVITIES $ 6.872,59
b —— ]

The accompanying nates are an integral part of this statement.
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ASSETS
Cash and cash equivalents

Investments

TOTAL ASSETS

LIABILITIES
Accounts payable
Die to other fends
Due to student gronps

TOTAL LIABILITIES

NET ASSETS
Held in trust for various purposes

The accompanying noles are an integral part of this statement.

Trust Ageacy
Funds Funds
316,696 $ 376,968
160,028 -
476,724 s 376,968
. s 57,229
1,500 -
- 319,739
1,500 $ 376,968




Trust
Funds
ADDITIONS
Confributions H 132,800
Interest 16,083
Other 5286
Total additions 154,169
DEDUCTIONS
Administrative expenses 10,252
Changes in net assets 143,917
Net assets - beginning 331,307
Nt st nding 7’3

The accompanying notes arc an integral part of this statement.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements
June 30, 2007

G INFORMATION

The Otleans Patish School Board (School Board) is a corporate body created under Louisiana Revised Statutes
17:51 and 17:12]1. A board consisting of seven members {the Board) elected from legally established districts is
charped with the management and operation of the school system.

The school system, prior to Hurricane Katrina was composed of a central office, 125 schools and support facilities.
Student enrollment prior to the hurricane was approximately 60,000, Prior to the hurricane, the School Board
employed appro:umately 8,000 persons, approximately 6,000 of whom are directly involved in the instructional
process. The remaining 2,000 employees provided ancillary support such as general administration, repuir amd
maintenance, business and central services, bus transpotrtation and food service.

As of August 29, 2005 the majority of the employees of the School Board were put on Disaster Leave and on March
24,2006, approximately 8,000 ofthe School Board’s employees were terminated. As of the report date, the School
Board has approximately 580 full time or part-time employees of which approximately 480 are involved in the
instructional process.

In November 2005 Louisiana House Bill 121 (Act 35) transferred control of each School Board school deemed to be
in academic crisis, as determined by standardized student testing results, resulting in approximately 83% (106 -
schools) of the School Board’s former schools being transferred to the Louisiana State Department of Education’s
Recovery School District (RSD). The RSD is responsibie for providing all educational services to students attending
the School Board transferred schools. Act 35 provided for the transfer of operational and managerial control of the
transferred schools for a period of not less than five years. Further, Act 35 provides the RSD with suthorization to
manage and retain funding under the Minimum Foundation Program corresponding to the students attending the
transferred schools. While the School Board retains ownership of each School Board transferred school, all rights
and responsibilities associated with property ownership were transferred to the RSD.

As of the report date the School Board is operating six schools with approximately 2,800 students. The School
Board also has twelve charter schools opened and operating that have approximately 6,300 students. The School
Board is working collaboratively with the RSD to ensure that a sufficient number of additional schools are opened to
provide educational services to the New Orleans student population.

The regular school term begins in mid Avgust and runs through early June.
Y ANT A LI

The School Board complics with generally accepted accounting principles (GAAP). The School Board's reporting
entity applies all relevant Governmental Accounting Standards Board (GASB) pronouncements. Proprietary funds
apply Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB)
opinions issued on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB
Ppronouncements, in which case, GASB prevails.

This financial report has been prepared in conformity with GASB Statement No. 34, Basic Financial Statements -

and Management's Discussion and Analysis - for State and Local Governments, issued in June 1999. The following
is a summary of the School Board's significant accounting policies:

-17-



ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements

Jume 30, 2007

GASB Statement No. 14 establishes criteria for determining the governmental reporting entity and component
units that should be included within the reporting entity. Under provisions of this Statement, the Schoo) Board
is considered a primary government, since it is a special purpose government that has a separately elected
governing body, is legally separate, and is fiscally independent of other stats or local governments. As used in
GASB Statement No. 14, fiscally independent means that the School Board may, without the approval or
consent of another governmental entity, determins or modify its own budget, levy its own taxes or set rates or
charges, and issue bonded debt. The School Board also has seven component units, defined by GASB
Statement No. 14 as other legally separate organizations for which the elected School Board members are
financially accountable. As of the audit date, only six of eleven component units have submitted audited
financial statements. Due to the uncertainty of the timing of completion of the remaining five component
unit’s audited financial statements, these entities have been omitted from this presentation. Audubon Charter
School, Hynes Charter School, Lake Forest Elementary Charter School, New Orleans Charter Science and
Math High School, Priestly School of Architecture and Construction, and Robert Russa Moton Charter School
have submitted audited financial statements. Copies of submitted audited financial statemernts are available on
the legislative auditors web site at www.lla state.la. us There are no other primary governments with which the
School Board has a significant relationship. Certain units of Iocal government over which the School Board
exercises no authority, such as the City-Parish govermment and other independently elected officials, are
excluded from the accompanying financial statements. These units of government are considered separate
from those of the School Board. The School Board is not a component unit of any other entity. Component
units which require inclusion in the basic financial statements as follows:

Component Units Number of
_Charter Schools Students
*Audubon Charter School 565
Ben Franklin High School 616
Easton Senior High School 782
Einstein Charter School 473
*Hynes Charter School 337
*Lusher Charter School 1267
*Lake Forest Elementary Charter School 338
*New Orleans Charter Science and Math High School 279
*Priestley School of Architecture and Construction 72
*Robert Russa Moton Charter School 207
Algiers Charter Schools:
Alice M. Harte Elementary 618
Edna Karr High School 766
Total Charter Student Enroliment 6,320
Primary Government _ Number of
Orleans Parish School Board Schools Students
Bethune Elementary School 299
John McDonogh High School 982
McMain High School 696
Juvenile Alternative School 210
Benjamin Franklin Elementary 480
PM School at McMain 158
Total OPSB Student Enrollment 2,825

* Submitted 6/30/07 audited financial statements.
-18-




ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements

Jupe 30, 2007

The School Board’s Basic Financial Statements consist of the government-wide staterments on all of the non-
fiduciary activities and the fund financial statements (individual major fund and combined nonmajor fund).
The statements are prepared in accordance with accounting principles generally accepted in the United States
of America, as applied to governmental units. Private sector standards of accounting and financial reporting
issued prior to December 1, 1989, generally are followed in both the government-wide financial sintements
and the proprietary fund financial statements to the extent that those standards do not conflict with or
contradict guidance of the GASB. Governments also have the option of following subsequent private-sector
guidance for their proprietary funds, subject to the same limitation. The School Board has clected not to
follow subsequent private-sector guidance.

The Government-Wide Financial Statements were prepared using the economic resources measurement foces
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability has been incurred, regardless of the timing of the related cash flows. Property taxes are recognized
when the underlying sales transactions occur. Grants and similar items are recognized as revenue as soon as afl
eligibility requirements imposed by the provider have been met.

The Statement of Net Assets and the Statement of Activities were prepared using the economic resources
measurement focus and the accrual basis of accounting. The Statement of Activities demonstrates the degree
to which the direct expenses of a given function are offset by program revenues. Program revenues include 1)
charges for services provided, 2) operating grants and contributions, and 3) capital grants and contributions;
program revenues reduce the cost of the function to be financed from the School Board’s general revenues.
Operating grants and contributions consist of the many educational grants received from the federal and state
government.

The School Board reports all direct expenses by function in the Statement of Activities. Direct expenses are
those that are clearly identifiable with 2 function.

As a general rule, the effect of interfund activity has been removed from these statements, Exceptions to the
general rule are advances between fiduciary funds and the various fonctions of the School Board. The
govemnment-wide presentation focuses primarily on the sustainability of the School Board as an entity and the
change in aggregate financial position resulting from the activities of the fiscal period.

The internal service funds provide services to the governmental funds. Accordingly, the internal service funds
activities were rolled up into the governmental activities in the GWFS. Pursuant to GASB Statement No. 34,
the internal activities have been eliminated in order to avoid the “grossing-up” effect of a straight inclusion.

The School Board reports all direct expenses by function in the Statement of Activities. Direct expenses are
those that are clearly identifiable with: a function. Indirect expenses of other functions are not allocated to -
those functions but are reported separately in the Statement of Activities. Depreciation expense, which can be
specifically identified by function, is included in the direct expenses of each function. Interest on general
Tong-term debt is considered an indirect expense and is reported separately on the Statement of Activities.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financia] Statements

June 30,2007
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)
B. Basis of Presentation
d Financi

The fund financial statements are very similar to the traditional government fund statements as presented by
governments prior to the issuance of GASB Statement No. 34. Emphasis is on the major funds in either the
governmental or business-type categories. Non-major funds (by category) or fund type are summarized into a
single column.

The daily accounts and operations of the School Board are organized on the basis of funds, each of which is
considered a separate accounting eatity. The operations of cach fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, equity, revenues, and expenditures or expenses, as
appropriate. Government resources are allocated to and accounted for in individual finds based upon the
purpose for which they are to be spent and the means by which spending activities are controlled.

The funds of the School Board are classified into three broad categories: Governmental, Proprietary and
Fiduciary. In turn, each category is divided into separate fund types.

- Govemnmental Fend Tvpes:

General Fund - The General Fund is the primary operating fund of the School Board. It is used to account for
all financial resources except those required to be accounted for in another fund. The General Fund is
reported as a major fund.

Special Revenue Funds - Speciat Revenus Funds are used to account for the proceeds of specific revenue
sources (other than major capital projects) that are legally restricted to expenditures for specific purposes.
These funds account for the revenues and expenditures related to Federal, state and local grant and entitlement
programs for various educational objectives and child nutrition services. No special revenue funds are
considered major fands.

Debt Service Fynds - Debt Service Funds, established to meet requirements of bond ordinances and other
long-term borrowing are used to account for the accumulation of resources for, and the payment of, general
long-term debt principal, interest and related costs and some capitalized leases. A separate Debt Service Fund
is maintained for each similar bond issue type (e. g., General Obligation Bonds, Refunding Bonds, EPA
Loans) or each refunding, unique issue, or long-term loan currently outstanding.

General Obligation Debt Service Fund - Fund expenditures are related to debt service on outstanding general
obligation bonds issued by the Orleans Parish School Board. Fund revenues include receipt of ad valorem
taxes from constitutional millage and interest earned on cash balances. Additionally, the School Board may
transfer from the General Fund amounts to cover deficiencies, if any, or to provide additional reserves to
service future obligations. The General Obligation Debt Service Fund is reported as a major fund.

Refunding Bond Fund - Fund expenditures are related to debt service on outstanding refunding bonds issued
by the Orleans Parish School Board. Fund revenues include receipt of sales and use taxes and interest earned
on cash balances.  Additionaily, the School Board may transfer from the General Fund amounts to cover
deficiencies, if any, or to provide additional reserves to service future obligations. The Refunding Bond Fund
is reported as a major fund.
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ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statemenis

June 3 7

Capital Projects Funds - Capital Projects Funds are used to account for the receipt and disbursement of the
proceeds of general bond issues and other special or designated revenues used for the acquisition or
construction of major capital facilities, renovations and major repairs (other than General Fund capital outlays,
and Special Revenue Fund capital outlays).

? na R ! j pjects -Theﬁmdrecmptsmcludeprqectsﬁmdedmth
insurance prooeeds recewed followmg l-lmncane Katnm and FEMA grant monies for reimbursement of
allowable expenditures not covered by insurance. Fund expenditures are used for mold remediation inside
flooded schools, repairs and major construction to hurricane damaged schools, school facilities and
administrative facilities. The Hurricane Katrina Restoration Capital Projects Fund is reported as a major fund.

Proprietary Fund Type:

Internal Service Funds - Internal Service Funds are used to account for the financing of services provided by
one department or agency to other departments or agencies of the governmental unit, or to other governmental
units, on a cost-reimbursement basis, The Health Insurance Fund, Workers* Compensation Insurance Fund,
Other Insurance Fund and Print Shop Fund are reported as Internal Service Funds. The print shop was
destroyed during Hurricane Katrina and is no longer in use.

Agency Funds - Agency Funds are used to account for assets held by the School Board as an agent for
individuals, private organizations or other governmental units and/or other funds. The School Board has one
agency fund which is used to account for those monies collected by pupils and school personnel for school
and school-related purposes.

- Irust Funds — Trust Funds are created to account for cash, investments and other resources contributed by
various individuals to the School Board to be expended for purposes for which the trusts were established.

In accordance with GASB, the Fiduciary Funds information is presented separately within this report and is
not included in the Government-Wide Financial Statements or Fund Financial Staternents.

C.  Basis of Accounting/Measurement Focus
-Wide Fi inl

The GWFS are prepared using the economic resources measurement focus and the accrual basis of
accounting. Revenues, expenses, gains, losses, assets and liabilities resulting from exchange or exchange-like
transactions are recognized when the exchange occurs (regardless of whea cash is received or disbursed).
Revenues, expenses, gains, losses, assets and liabilities resulting from non-exchange transactions are
recognized in accordance with the requirements of GASB Statement No. 33, Accounting and Financial
Reporting for Non-exchange Transactions.




ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements

ne 2007

The accounting snd financial reporting treatment applied to a fund is determined by its measurement focus.
All Governmental Funds are accounted for using a current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases (i.c., revenues and other financing sources) and
decreases (i.e., expenditures and other financing uses) in net current assets.

The Proprietary Fund and Fiduciary Fund types are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all asscts and all linbilities associated with the operstion of
these funds are included on the balance sheet. The Proprietary Fund type's operating statement presents
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets.

The Governinental Fund type is accounted for on the modified accrual basis of accounting. The following
paragraphs describe the revenue recognition practices under that basis.

Revenues

Governmental fund revenues resulting from exchange transactions are recognized in the fiscal year in which
the exchange takes place and meets the government’s availability criteria (susceptible to accruaf). Available
means that the resources will be collected within the current fiscal year or are expected to be collected soon
enough thercafter to be used to pay liabilities of the current fiscal year. Charges for services, fines and
forfeits, and most governmental miscellaneous revenues, nclunding investment earnings are recorded as earned
since they are measurable and available. The School Board’s definition of available means expected to be
received within sixty days of the end of the fiscal year for property taxes and generally the next twelve months
for ather revenues. Revenues not considered available are recorded as deferred revenues.

Non-exchange transactions, in which the School Board receives value without directly giving value in return,
include sales tax, property tax, special assessments, grants, entitlements, and donations. Property taxes ars
considered measurable in the calendar year of the tax levy if collected soon enough to meet the availability
criteria. Sales taxes are considered “measurable” when the underlying transaction occurs and mieets the
availability criteria. Anticipated refunds of such taxes are recorded as fund liabilities and reductions of
revenue when they are measurable and valid. Special assessments ars recognized as revenues only to the
extent that individual installments are considered current assets in the governmentz! fund types. Revenue from
grants, entitlements and donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the year when the
resources can be used.

ditures

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund
liability is incurred. Costs of accumulated unpaid vacation, sick leave and other employee benefit amounts are
reported in the period due and payable rather than the period earned by employees, and general long-term
obligations principal and interest payments are recognized only when due.

The Proprietary Fund type and Trust Funds are accounted for using the accrual basis of accounting; revenues
are recognized when earned and expenses are recognized when incurred.
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The School Board follows these procedures in establishing the budgetary data reflected in the financial
statements:

The General Fund and the Special Revenue Funds are the only funds with legally required budgets. The
General Fund budget and the Special Revenue Funds' budgets are adopted on an annual basis. These budgets
include proposed expenditures and the means of financing them.

Annually, the Superintendent submits to the School Board a proposed annual appropriated budget for the
General Fund and Special Revenues Funds. Public hearings are advertised and conducted to obtain taxpayer
comments and the proposed budgets are published. The budget is adopted by the School Board and, as
required, is submitted no later than September 30 to the State Department of Education for approval. The
Superintendent is authorized t0 move budgeted items within the functional categories, the legal level of
control, but may not increase the total amount authorized.

Expenditures for Special Revenuve Fund Budgets, except for the Child Nutrition Program, may not exceed
budgeted amounts by more than 5% unless a budget revision is approved by the State Department of
Education. For the Child Nutrition Program, budget amendments follow the same requirements as the General
Fund.

The Capital Projects Funds’ budgets are adopted on a project basis, since such projects may be started and
completed at any time during the year or may extend beyond one fiscal year. Capital Projects Funds are
allocated by project using architectural and engineering estimates. All projects remain programmed and
finded until completed or until the School Board decides to eliminzate the project. Accordingly, budget and
actual comparisons are not reported in the bagic financial statements for those funds.

Budgets are prepared on the modified accrual basis of accounting. Unencumbered appropriations lapse at the
end of the fiscal year. Encumbered appropriations at year end that have been approved by the Beard are
generally expended during the next fiscal year's operations, assuming that the underlying liability is ultimately
incurred. Buigeted amounts are as originally adopted or as amended by the Board. Legally, the Board must
adopt a balanced budget; that is, total budgeted revenues and other financing sources including find balance
must equal or exceed total budgeted expenditures and other financing uses. State statutes require the School
Board to amend its budgets when revenues pius projected revenues within a fund are expected to be less than
budgeted revenues by five percent or more and/or expenditures within a fund are expected to exceed budgetad
expenditures by five percent or more.

Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or services; they are

reported as reservations of fund balance. Qutstanding encumbrances are added to the budget in the subsequent

aar and are reported as expenditures when incurred. Encumbrances as of June 30, 2007 amounted to
029,363,
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Cash and cash equivalents include interest-bearing demand deposits and short-term investments as described
below, with a maturity date within three {3) months of the date of acquisition.

State statutes anthorize the School Board to invest in United States bonds, treasury notes, or certificates and
time deposits of state banks organized under Louisiana law and national banks having principal offices in
Louisiana. The School Board®s Cash Management and Investment Policy requires that cash balances of all
funds are combined and invested to the extent possibie in direct obligations of the U.S. Government or its
agencies, certificates of deposit and other short-term obligations. Interest carned on these investments is
distributed to the individual funds on the basis of invested balances of the participating funds during the year.

Investments for the School Board are reported at fair value.
Inventory
Goverment-Wide Leve]

Inventory is stated at first-in, first-out (FIFO) cost and consists of food items held for consumption at the
various schools. The cost of inventory items are recognized as and expense when used. ’

Fund

Inventory of the Child Nutrition Special Revenue Fund consists of food, lunchroom materials, and supplies
purchased by the School Board and commodities granted by the United States Department of Agriculture
(USDA) through the Louisiana Department of Agriculture and Forestry. Inventory items purchased are valued
at FIFO cost. Costs are recorded as expenditures at the time individual items are consumed (consumption
method). Commeodities are valued at the market valye at the date of donation based on market values provided
by the USDA. The amount of commodity inventory is included in deferred revenue until consumed.

Capital Assets

All capital assets are capitalized at historical cost, or estimated historical cost for assets where actuat historical
cost is pot available. Donated assets are recorded as capital assets at their estimated fair market value at the
date of donation. The School Board maintains threshold levels for capitalizing capital assets as follows:
movable capital assets with a cost of $1,000 or more per unit, all land and land improvements with a cost of
$50,000 or more, and buildings and building improvements that extend the useful Jife of a building with a cost
of $50,000 or more.

Capital assets are recorded in the GWFS, but are not reported in the FFS. All capital assets are depreciated
using the straight-tine method over their estimated useful lives. Since surplus assets are sold for an immaterial
amount when declared s no longer needed for public school purposes by the School Board, no salvage value
is taken ijnto consideration for depreciation purposes. Useful lives are as follows: from 3 to 10 years for
furniture and equipment, 5 to 8 years for transportation equipment, 5 to 20 years for equipment, 25 years for
building improvements, 10 to 20 years for improvements other than building, and 20 to 40 years for buildings.
Costs of assets damaged by Hurricane Katrina were reduced by the impairment and the adjusted cost
depreciated over the assets remaining useful life.
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Portions of fund balances are reserved for future use and, therefore, are not available for appropriation or
expenditure. Designations of unreserved fund balances in Governmental Fund types indicate the School
Board's plans for the use of financial resources in a future period.

Interfund Transactions

Transactions that constitute reimbursements to a fund for expenditures initially made from it that are properly
applicable to another fimd are recorded as expenditures in the reimbursing fund and as reductions of
expenditures in the fund that is reimbursed. All other interfund transactions are reported as transfers.

Nonrecurring or non-routineé permanent transfers of equity are reported as residual equity transfers. All
interfund transfers are reported as operating transfers.

Compensated Absences

Under terms of union contracts and School Board policy, each employee is entitled to ten days of sick leave
per year. Sick leave may be accumulated without limit; however, employees or their heirs are only reimbursed
for accumulated sick leave up to twenty-five days upon death or retirement at the employees’ current rate of
pay. The accruat computation for earned sick leave is calculated on a 25-day maximum per employee. Sick
leave is not payable upon discharge or termination (non-retirement). Upon retirement, accumulated sick leave
in excess of reimbursement may be used in the retirement benefit computation as eamed service.

Full-time employces who work year-round are granted vacation in varying amounts (maximmem of 22 days per
year) as established by School Board policy. The School Board’s practice is to pay all accumulated unused
vacation days.

Sabbatical leave may be granted for medical or professional purposes. Any employee with a teaching
certificate is entitled, subject to approval by the School Board, to one (1) semester of sabbatica)] leave after
three (3) years of continuous services, or two {2) semesters of sabbatical leave after six (6) or more years of
continuous service. Sabbatical leave is paid at 65% of salary. Sabbatical leave is accrued upon Board
approval.,

Deferred Revenues

The School Board reports deferred revenues when resources are received by the School Board before it has a
Jegal claim to them, as when grant monies are received prior to the incurrence of qualifying expenditures. In
subsequent periods, when the School Board has a legal claim to the resources, the liability for deferred
revenue is removed from the balance sheet and the revenue is recognized.

Long-term Obligati

For govemment-wide reporting, the costs associated with the bonds are recognized over the life of the bond.
As permitted by GASB Statement No. 34, the amortization of the costs of bonds is amortized prospectively
from the date of adoption of GASB Statement No. 34.

For governmental fund types, bond premiums and discounts, as well as issuance costs, are recognized during
the current period. Bond proceeds are reported as other financing sources, net of the applicable premium or
discount. Issuance costs, even if withheld from the actual net proceeds received, are reported as debt service
expenditures.
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‘Due to the different measurement focuses of the GWFS (economic resources focus/accrunl basis) and the FFS

ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements

June 30, 2007

For the government-wide statement of net assets, net assets are reported as restricted when constraints placed
on net asset use are either extemnally imposed by creditors (such as debt covenants), grantors, contributors, or
laws or regulations of other governments; or imposed by law through constitutional provisions or enabling
legislation.

When both restricted and unrestricted resources are available for use, it is the School Board's policy to use
regiricted resources first, then unrestricted resources as they are needed.

0.  Estimateg

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

PRIOR PERIOD ADJUSTME

(current financial resources measurements focus); the adjustments impact the financial statements as follows:

Government — wide net assets (deficit) at June 30, 2006, as previously

reparted . - $ (100,888,386)
Decrease in accounts payable and expenses . 1,910,006
Decrease in Federal grant revenue (150,367)
Increase in E-Rate revenue 905,536
Increase in due from other povernment and fee from services provided for others 2,029,996
Increase in retiree health care contributions 718,129
Increase in ad valorem taxes 13,332,957
Government - wide net assets (deficit) at June 30, 2006, as adjusted $ (82,142,629)
The General Fund’s financial statements were impacted as follows:

Fund balance at June 30, 2006, as previously reported $ 64,398,353
Decrease in accounts payable and expenditures 1,910,006
Increase in Federal grant revenue 869,922
Increase in E-Rate revenue 905,536
Increase in due from other government and fie from services provided for others 1,236,272
Increase in retiree health care contributions 718,129
Fund balance at June 30, 2006, as adjusted $ 70,038,218

The Hurricane Katrina Restoration Fund’s financial statements were impacted as follows:
Fund balance at June 30, 2006, as previously reported $ 3,341,966
Decrease in Federal grant revenue (1,020,289)
Increase in due from other government and fee from services provided for others 793,724
Fund balance at June 30, 2006, as adjusted 3 3,115,401
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3. PRI continued

Prior period adjustments were related to the following:

a) Expenditures and accounts payable overstatement related to overestimate of prior years accounts
payable .

b) Net decrease in Federal grant revenue related to over accrual of $1,020,289 in FEMA grant award
less under accrual of non major special revenue grants of $869,922, of which $784,264 was
related to IDEA- Part B.

¢) Increase in B-Rate revenne related 1o reimbursement of prior year eligible telecommmications
expenditures requested during current year.

d) Increase in due from other governments and fees from services provided for others related to
expenditures recorded in the amounts of $1,236,272 and $793,724 on Alvarez and Marsal
consulting contract for RSD related activities and expenditures repairing RSD properties,

ively.

¢) Increase of $718,129 in health care contributions related to June 2006 premiums not being
properly accrued. -

f) Increase of $13,332,957 in ad valorem taxes related to payment of 2006 taxes from the City of
New Orleans, which occurred more than 60 days after year end and therefore were not recorded
similarly in the governmental funds due to the current resources method of revenue recognition.

4. DEPOSITS AND INVESTMENTS
Custodial Credit Rigk - Depasi

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may not be retarned to
it. Under state law, all deposits are secured by federal depository insurance or the pledge of securities held by the
pledging banks agent in the School Board’s name. At June 30, 2007, the carrying amount of the School Board’s
deposits (demand deposits and time certificates of deposit) was $249,542,191 and the related bank balances were
$249,623,635. §1,581,454 of a bank balance of $1,681,454 held in a self insurance account maintained by a third
party provider was uncollateralized at June 30, 2007. Of the remaining $247,951,181 in bank balances, $100,000
was covered by federal depository insurance and $247,851,181 was covered by collateral held by the pledging
banks’ trust department or agent in the School Board’s name at June 30, 2007.

In addition, four schools maintained Student Activity Funds with book and bank balances of $319,739 and $376,968,
respectively. The bank balances of these accounts were secured by federal depository insurance and the pledge of
securities heid by the pledging banks agent in the School Board’s name. These funds ars not assets of the School
Board, but rather assets held for the benefit of the students attending those schools and are reported as Agency Funds
in Required Supplementary Section and not included in the govemment-wide financial statements.

Investments

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment.
In general, the longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market
interest rates. The School Board has a formal investment policy that limits investment of amounts in excess of
immediate cash requirements only to statutorily permitted investments.

Included in investments as of June 30, 2007 are marketable securities, which are vninsured investments for which the
secutities are held in a fiduciary trust fund, of $284,238.

-27.




ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financial Statements
June 30, 2007

5. AD VALOREM TAXFES AND SALES TAX

Ad valorem taxes were levied by the School Board on October 17, 2006 for the calendar year 2007, based on the
assessed valuation of property as of October 2006. Values are established by the Orleans Parish Assessors' Offices
each year based on 10% of the assessed market value of residential property and commescial land and on 15% of the
assessed market value of commercial buildings, public utilities and personal property. The taxes become due on
January 1 of each year, and become delinquent on February 1. Before the taxes can be collected, the assessment list
(tax roll) must be submitted to the Louisiana Tax Commission for approval. From the day the tax roll is filed in the
Board of Tax Commission, it shall act as a lien on each specific piece of real estate thereon assessed, which shall be
subject to a legal mortgage after the year for the payment of the tax due on it. Ad valorem taxes are collected by the
City of New Orleans and remitted to the School Board on a periodic basis. The taxes are generally collected in
December, January, and February of the fiscal year. Due to Hurricane Katrina, $13,332,957 of 2006 collections
were received during fiscal year 2007. As stated in note 2, the School Board recognizes revenue at the fund level by
using the current resources focus or modified accrual approach, which is defined as within 60 days of the end of the
fiscal year. Therefore, the 2006 taxes were recorded in the current year on a governmental fund basis as the taxes
were received substantially after 60 days, but were recorded as a prior period adjustment to net assets for the
government-wide statements, which utilize the economic resources measurement or full accrual approach. Iftaxes
are not paid within the period stipulated in the public notice, the property is sold for taxes due at a tax sale held by
the City of New Orleans. The tax sale is usually held prior to the end of the Schoot Board’s fiscal year.

The following is a summary of authorized and levied ad valorem taxes:

Authorized Levied

Millage Millage Expires
Constitutional Millage 27.65 27.65 Not applicable
Dedicated Millage
Purpose A School Books, Materials, and
Supplies 213 213 2008
Purpose B Early Childhood, Discipline and
Dropout Programs 2,13 2.13 2008
Purpose C Employee Salary, Benefits and
Incentives 10.00 10.00 2008
Purpose D Air Conditioning, Asbesios
Removal and Facilities 3.19 3.19 2008
School Board General Obligation Bond Taxes 78 7.8 2023
Total Miliage 52.90

Under the Louisiana Constitution, ad valorem taxes other than Constitutional and Bond taxes must be renewed by
popular vote every ten (10) years.

All ad valorem taxes are recorded on the basis explained in Note 2C. For governmental funds, revenues are
recognized in the accounting period in which they become measurable and available. Property taxes are considered
measurable in the calendar year of the tax levy. Available means due, or past due, and receivable within the current
period and collected within the current period or expected to be collected soon enough thereafter to pay liabilities of
the current period. The remaining property taxes receivable are considered available because they are substantially
collected within 60 days subsequent to year end.
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5. ADVALOREM TAXES AND SALES TAX, (continued)

The City of New Orleans collects ad valorem taxes on behalf of the School Board, including its’ share of delinquent
taxes and proceeds from tax sales less a collection fees. The School Board records these taxes as described above
net of the City’s collection fee.

Sales taxes are assessed and due on the first day of the month subsequent to the month of sale of any retail sales of
goods used or consumed within Orleans Parish, including leases and rentals of movable tangible property. The rate
of sales tax dedicated to the School Board is one and one-half percent. Revenuces arising from the ono percent sales
tax authorized by the voters of Orleans Parish in 1966 are used exclusively for the payment of salaries of teachers
and/or for the general operations of the Schoo] Board, The proceeds of the one-half percent sales tax, which was
authorized in 1980, are used for the payment of salaries of teachers and other educational employees of the School
Board, for the expenses of maintaining and operating schools and for providing funds to pay for capital
improvements.

Sales taxes which remain uncollected on the twenty-first day of the month due are classified as delinquent. Sales
taxes are collected by the City of New Orleans and the State of Louisiana and are remitted monthly to the School

Board. The School Board records these taxes in the period that the underlying transaction occurred, net of the City's
collection fee, which amounted to $1,358,2135 for the year ended June 30, 2007,

. CARITAL ASSETS

Capital assets and depreciation activity as of and for the year ended June 30, 2007 are as follows:

Buildings Furniture Construction
And And in
Land Improvements Bauipment Process Total
Assets st Cost
Balance at Junc 30, 2006 $7.917433 $ 91,844,279 $ 15,870,083 $ 11,906,932 $ 129,538,727
Additions - - 3,959,152 10,119,770 14,078,922
Deletions - - (494.927) - (494927
Balance at June 30, 2007 $ 7,917,433 $ 93344279 3 194,;34,30'8 $ 22,026,702 $ 143,122,722
Accumulated Depreciation

Balance at June 30, 2006 - $ 57,984,028 $ 14,178,139 - $ 72162167
Additions - 2,026,619 1,191,499 - 3,218,118
Deletiong - - (407,944) - (407,944)
Balance at June 30, 2007 - $ 60,010,647 $ 14,961,654 - $ 74972341
Capital assets, net of accumulated

depreciation at June 30, 2007 37,917,433 $ 33833632 $ 4372614 3 25026;702 $ 63150381
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6. CAPITAL ASSETS, (continued)
Depreciation expense and los on disposals for the year ended Iine 30, 2007 was charged to the following

governmental functions:

Instruction: Depreciation Loss on Disposals
Regular education programs $ 703,345 $ 19,011
Special education programs 261,743 7,075
Other education programs 495,641 13,397

Support:

Student Services 99,428 2,687
Instructional Staff Services 116,083 3,138
General Administration 242,862 6,564
School Administration 48,845 1,320
Business and Central Services 310,467 8,392
Transportation Services 163,192 4411
Central Services 283,662 7,667
Plant Services . 492,850 13,321

S Easis S 86983

7. DEFINED BENEFIT PENSION PLANS

Plan Description - Substantially all School Board employees participate in either the Teachers® Retirement System of
Louisiana or the Louisiana School Employees® Retirement System (the Systems), which are cost-sharing, multiple-
employer public employee retirement systems. Each system is administered and controlled at the State level by a
separate board of trustees with contribution rates and benefit provisions approved by the Louisiana Legislature.
Participation in the Teachers' Retirement System is primarily divided into two plans - the Teachers’ Regular Plan snd
the Teachers' Plan B. Five years of service credit is required to become vested for retirement benefits and five years
to become vested for disability and survivor benefits under each plan.

Each of'the Systems issues a publicly available financial report on an annual basis that includes financial statements

and required supplementary information for the system. These seports may be obtained by writing, calling or
viewing their websites:

Teachers’ Retirement System of Louisiana 8401 United Plaza Blvd.
P.O. Box 94123
Baton Rouge, Louisiana 70804-9123
(225) 925-6446
www.trsl.org

Louisiana School Employees’ Retirement System 8660 United Plaza Blvd.
Baton Rouge, LA 70809
(225) 925-6484
www.lsers.state la.us
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7 D BENEFIT PE

Funding Policy - Contributions to the plans are required and determined by State statute (which may be amended)
and are expressed as a percentage of covered payroll. The contribution rates in effect for the year ended June 30,
2007 for the School Board and covered employees were as follows:

School Board Employecs
Teachers’ Retirement System of Louisiana
Regular Plan 15.8% 8.0%
Plan B 158% 5.00%
Louisiana School Employees® Retirement System 19.6% 7.5%

As provided by Louisiana Revised Statute 11:103, the School Board's contributions are determined by actuarial
valuation and are subject to change each year based on the results of the valuation for the prior fiscal year.

2006 and 2007 contributians were significantly reduced due to employees on Disaster Leave effective August 29,
2005. The contributions made to the systems for the past three fiscal years, which substantially equaled the required
contributions for each of these years, were as follows:

2007 2006 2005

Teachers’ Retirement System of Louisiana $ 2,726,789 $ 5389200 $ 3493447

Louisiana School Employees’ Retirement System $ 114,314 b 387,430 $ 2,767,856

8. POST EMPLOYMENT BENEFITS

In accordance with state statutes, the School Board provides certain post employment health care to its retired
employees. Substantially all of the School Board's employees may become eligible for such benefits upon reaching
retirement age, if they are currently participating in the active health plan. Starting on February 1, 20086, the School
Board paid approximately 25% of the health insurance costs for retired employees and their covered dependents.
Retirecs contribute 75% of the retiree and dependent coverage premiums. Retirees who are eligible for Parts A and
B of Medicare pay a reduced premium for health coverage. Prior to February 1, 2006, the School Board had a
traditional fully-insured Health Insurance Plan and recorded expenditures a< premiums were paid. On February 1,
2006, the School Board changed to a self insured Health Insurance Plan and record expenditures as amounts are
remitted to Coventry Healthcare of Louisiana Insurance Company, a thivd party administrator that reimbursed
medical providers for participant claims. For the year ended June 30, 2007, the School Board's cost for providing all
health care benefits to the 905 retired employees and their dependents amounted to $2,543,739.

The School Board has a continuing future obligation for health care benefits for retired teachers and non-
instructional employees and their dependents, This future liability is not funded but will be payable by the General
Fund out of future years’ operations. This future liability could be significant. Current generally accepted
accounting principles, as set forth by the Governmental Accounting Standards Board, do not require the recording of
this liability in the basic financial statements.
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B and P le

Range of Balance
Interest in Final as of
Bonds Paysble Remaining Years  Maturity June 30,2007
General Obligation Bonds:
Series 1995 - Issued 10/01/95 5.0-3.375% 09/01/18 $ 27,815,000
Series 1996 - Issued 03/01/96 45-7.5% 09/01/20 26,065,000
Series 1997 - Issued 03/01/97 49-17.0% 09/01/21 27,285,000
Series 1997A - Issued 12/01/97 5.0-7.0% 09/01/21 27,285,000
Series 1998A - Issued 03/01/98 4.65 - 7.375% 09/01/22 28,540,000
Series 1998D - Issued 03/01/98 4.20 - 5.50% 09/01/20 7,890,000
Refending Bonds: :
Series 1991 - Issued 12/01/91 7.15% 02/01/15 16,523,730
Series 1995 - Issued 10/01/95 4.75-6.0% 06/01/09 7,265,000
Serics 1995 A&B - Issued 12/01/95 52-6.65% 02/01/14 48,200,000
Debt Service Assistance Program Loan 4,64% 7/15/2026 33,438,546
Community Disaster Loan 2.94% 04/18/11 59,476,054
EPA Loans 7.641-8.681% 05/31/13 697,801
Certificates of Indebtedness:
Series 1999 40-6.5% 03/01/09 3,430,000
TOTAL $ 313,961,131

All ofthe bonds and notes payable of the School Board are reported in the government-wide financial statements and
are serviced by the debt service funds with revenues as described below.

General Obligation Bonds

General Obligation Bonds are backed by the full faith, credit and taxing power of the School Board. Five (5) series
of General Obligation Bonds for $35 million each have been issued: Series 1995, dated October 1, 1995, Series
1996, dated March 1, 1996, Series 1997, dated March 1, 1997, Scries 1397A dated December 1, 1997, and Series
1998A dated March 1, 1998. In 1988 $3,155,000 of General Obligation School Refunding Bonds, Series 1998B,
dated March 9, 1998 were issued and used to advance refund $7,140,000 of General Obligation Series 1995 bonds
dated October 1, 1995 maturing in September 2020. These general obligation bonds are insured and are payable
from: (1) the annual levy and collection of an unlimited ad valorem tax on all taxable properties; (2) interest earned
on net bond proceeds and debt service assets; and (3) revenues collected by the Educational Trust Fund District, as
described below.
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9. LONG-TERM OBLIGATIONS, (contizued)
neral Obli n

The purpose of the General Obligation Bonds is to provide monies: to improve land for building sites and
playgrounds, including construction of necessary sidewalks and streets; to improve school buildings and other
related facilities by acquiring necessary equipment and furnishings therefore; and to complete those projects set forth
in Capital Tmprovements Program Til.

The Educational Trust Fund District (Trust Fund) is governed by the Board members of the School Board and sexves

as a conduit for the collection of specific revenues supporting the debt service requirements of the General

Obligation Bonds. The Trust Fund is to collect any and all ad valorem property taxes levied and collected on

property used for any permanent or temporary land-based casino gaming sstablishment or ot anty riverboat and its

licensed berth {(except for specific taxes levied by the city or downtown development district) for the purpose of

repeiring, upgrading, improving and acquiring property and the construction of school buildings and related
. structures, improvements, and constructions owned and operated by the School Board.

On February 17, 1996, the School Board entered into a Cooperative Endeavor Agreement with the Educational
Facilities Trust Fund District making available revenues generated from 1.56 mills, representing the 1995 roll
forward of the School Board’s Constitutional Millage and Propesition Millage, to be pledged and dedicated to the
$175,000,000 General Obligation Bonds (herein referred to as “Roll Forward™). Because the Trust Fund (1) hasno
assets, {2) is governed by the Board of the School Board, and (3) all its activities are included in the financial
statements of the School Board, the separate presentation of the Trust Fund as a component unit or separate entity is
not considered necessary.

Refunding Bonds

The Refunding Bonds are special limited School Board obligations payable from and secured by pledge of and lien
on ad valorem taxes, sales taxes and revenue sharing. The bonds do not constitute general indebtedness or pledge of
the general credit of the School Board.

$121,698,366 Public School Refunding Bonds, Series 1991, dated December 1, 1991, partially refunded by the
Series 1995 A and B Bonds described below - The purpose of these bonds was to refund the Public School
Refunding Bonds, Series 1990. The bonds are insured and are payable from the 4% Dedicated Sales Tax and the
Constitutional Millage. ‘

$27,920,006 Public School Capital Refunding Bonds, Series 1995, dated October 1, 1995 - The purpose of these
bends was to advance refund $27,150,000 of Public School Capital Funding Bonds, Series 1989A, dated June 1,
1989, which were subsequently called and are no longer outstanding. The bonds are insured and are payable from
the Purpose D Millage tax approved in 1980.

$98,970,000 (1995A- Taxable) and $22,815,000 (1995B- Tax Exempt) Public School Refunding Bonds, dated
December 1, 1995 - The purpose of these bonds was to redeem $105,038,118 principal plus interest of $8,866,381
on the Capital Appreciation Bonds of the Public School Refunding Bonds, Series 1991, which were subsequently
called and are no longer outstanding. The bonds are insured and are payable from: (1) %% Dedicated Sales Tax and
(2) Constitutional Millage, subject to a prior and superior pledge of the tax in favor of the owners of the School
Board’s outstanding Refunding bonds, Series 1995. These bonds partially refunded the Capita! Appreciation Bonds.
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9. LONG-TERM OBLIGATIONS. (continued)
Debt i i m Loa

In July 2006, the School Board and the State of Louisiana (the State) entered into a Cooperative Endeavor
Agreement whereby the State agreed to lend up to $76,152,754 from State funds on deposit in the Debt Service
Assistance Fund, authorized by the Guif Opportunity Zone Act of 2005 and Act 4! of the First Extraordinary
Session of the Louisiana Legislature of 2006, to assist in payment of debt service requirements from 2006 through
2008 due to disruption of revenue streams caused by Hurricanes Katrina and Rita. Draw downs on the loan witl be
made as debt service payments become due. No principal or interest shall be payable during the initial five year
period of the loan. After the expiration of the initial five year period, the loan shall bear interest at a fixed rate of
4.64 percent. Principal payments or the bonds begin in July 2032 and the loan will mature in July 2026. Interest is
payablec semi-zumually on January 15 and July 15 beginning January 2012. The lcan may be prepaid without penalty
or premium. The Schoo] Board has the right to request one extension of its obligation to begin payments under the
loan not to exceed five years. As of June 30, 2007, the School Board has drawn down $33,438,546 on this

agreement,
Community Disaster Logp

On August 27, 2006, the Federal Emergency Management Agency (FEMA), under the provisions of the Community
Disaster Loan Act of 2005, approved the School Board’s second application for a disaster loan in the amount of
$33,045,240. On April 18, 2006, the School Board first application was approved in the amount 0f$26,430,814, of
which $25,001,093 was drawn down during fiscal year 2006. The School Board drew down the remaining
$1,479,721 and the entire $33,045,240 related to the amounts approved during the fiscal years ended June 30,2006
and 2007, respectively. The purposes of these loans are to allow the School Board to carry on existing governmental
functions and to expand such functions to meet disaster-related needs. The term of these loan are for five years with
an interest rate that based on the five year Treasury rate on the date the Promissory Note is signed by FEMA, plus
1% rounded to the nearest 1/8%, and reducing this total by one half, The interest rates are 2.94% and 2.93% for the
loans approved during the fiscal years ended June 30, 2006 and 2007, respectively.  The terms of these [oans
provide for no principal or interest payments for five years from date of loan proceeds and these deferrals may be
extended by FEMA for an additional five years. However, interest accrues on a simple interest basis from date of
receipt of loan proceeds. The loans are collateralized with the School Board’s future revenue after provision has
been made for payments required in connection with any outstanding bond indebtedness in existence at the time of
these CDL loans.

As of June 30, 2007, the owtstanding principal and accrued interest payable on these loans were $59,476,054 and
$1,592,440, respectively.

Defeased Bonds

In August 1985, the School Board entered into an advance refunding transaction to effect retirement of the School
Board's obligations with respect to the 1952 through 1968 bonds outstanding, at June 30, 1985. At June 30, 2007,
the remaining bonds outstanding consisted of the 1961 through 1968 bond issues, which are not included in the
School Board's statement of net assets, as they are considered defeased through the establishment of a fully funded
escrow to pay debt service on such bonds until maturity. At June 30, 2007, the outstanding principal balance of
these 1961 through 1963 bonds totaled $1,850,000. The 1985 bonds were subsequently refinded and called with the
proceeds of the Series 1987 bonds.
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LONG-TERM OBLIGATIONS, (continued)
Defeased Bonds

In December 1987, the School Board entered into a $127,695,000 (par) advance refunding transaction (Series 1987)
for all of its outstanding bonds which consisted of $40,021,335 Public School Refunding Bonds, Series 1985, and
$75,000,000 Public School Sales and Use Tax Bonds, Series 1985, for a total of $115,021,335. At June 30,2007,
the outstanding principal balance of theze 1985 Bonds, which are not included in the School Board's statement of net
assets as they are considered defeased, totaled $16,684,664.

In October 1990, the School Board entered into a $104,510,380 advance refunding transaction (Series 1990) for a
portion of the School Board’s Series 1987 Bonds. These securities were deposited in a trust with an eserow agent to
provide for all the future debt services payments. Accordingly, the escrow account and the liability for the bonds are
not included in the School Board’s staternent of net assets. As of June 30, 2007, the outstanding principal balance of
the Series 1987 Bands totaled $48,590,000,

In March 1998, the School Board entered into a $8,155,000 refunding transaction (Serics 1998B) for a portion of the
School Board’s Series 1995 General Obligations maturing September 2020. At June 30, 2007, the outstanding
principal balance of the 1995 bonds, which are not included in the School Board's balance sheet, s they are
considered defeased, totaled $7,140,000.

EPA loans

Approval was obtained from the State Bond Commission to issue promissory notes on an interest-free basis,
repayable over a twenty-year period. Proceeds from the notes finance the removal of asbestos from certain school

buildings. The notes, issued to the U, S. Environmental Protection Agency (EPA), have no stated interest rate.
Generally accepted accounting principles require that interest be imputed on loans with no stated rata. There are five
EPA loans. The two notes from 1985 — 1987 have interest imputed at tlie rate of 8.631%. The three noles from
1990 - 1992 have interest imputed at the rate of 7.641%. Of the $5,555,600 of authorized notes that were advanced
to the School Board, a remaining balance of $697,801 is still outstanding and owed at year-end. Semi-annual
principal payments arc made on the loans which have termns expiring in 2007 through 2013,

Certifieates of Indebtedness

In March 1999, the School Board issued a $14,000,000 Certificate of Indebtedness, Series 1999, These funds are
used to purchase computer bardware and software. These Certificates are secured by and payable from excess of
annual revenues of the School Board. The Certificate of Indebtedness Series 1996 is subordinated to the Jien of the
Certificate of Indebtedness Series 1999. The loan is for a period of ten (10) years with interest rates ranging from
4.0% to 6.625%. At June 30, 2007, the remaining balance was $3,480,000.
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9. LONG-TERM OBLIGATIONS, (continued)
Debt Service Requirements

The annual requirements to amortize all long-term debt outstanding at June 30, 2007, excluding capital
leases, accrued compensated absences and claims payable is as follows:

General Obligation Bonds Refunding Bonds
Year ending June 30, Principal Interest Principal Interest
2008 6,450,000 7323,194 15,055,000 3,221,140
2009 6,870,000 6,981,253 17,595,000 2,239,030
2010 7,265,000 6,631,285 8,221,876 10,149,736
2011 7,695,000 6,256,204 7,991,087 10,382,823
2012 8,140,000 8,240,465 7,759.240 10,614,200
20132017 48,370,000 22,264,123 15,366,527 24,183,521
2018-2022 57,480,000 7,861,006 - -
2023-2026 2,610,000 66,881 - -
TOTAL s 144,880,000 S 65,624,411 8§ 71,988,730 S 60,790,450
GO Zone Bonds Community Disaster Loan
Year ending June 30, Principal Interest Principal Interest
2008 - - - -
2009 - - - -
2010 - - - -
2011 - - 26,430,814 3,818,458
2012 - 775,774 33,045,240 4,761,547
2013-2017 8,734,221 6,781,304 - -
2018-2022 10,957,534 4,506,410 . .
2023-2026 13,746,792 1,652.437 - -
TOTAL $ 33,438&= 5 13,715,928 $ £9,476,054 s E!OIMS
EPA Loans Certificates of Indebtedness
Year ending June 30, Principal Interest Principal Interest
2008 106,596 62,543 1,690,000 146,210
2009 119,520 49,619 1,790,000 76,075
2010 275,395 36,696 - -
2011 196,291 14,149 - -
2012 - - - -
2013-2017 - - - -
201R8-2022 - - - -
2023.2026 - - - -
TOTAL 5 697,301 5 163,007 3 3,480,400 $ 222,288
Total - All Debt
Year ending June 30, Principal Interest
2008 23,301,596 16,753,088
2009 26,374,520 0345977
2010 15,762,271 16,817,117
2011 42,313,192 20,471,634
2012 48,044 480 24,391,987
2013-2017 72,470,748 53,228,947
2018-2022 68,437,534 12,367 416
2023-2026 16,356,792 1,719,318

TOTAL 5 313,961,131  § 14%,096,084
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9. LONG-TERM OBLIGATIONS, (continned)
Balance
Balance Balance Duc within

Long-Term Obligation Beginning Additions Retirements Ending One Year
General Obligation Bonds :
Series 1995 $ 27820000 % - 3 5000 § 273815000 $ 1,540,000
Series 1996 27,285,000 - 1,220,000 26,065,000 1,285,000
Series 1997 28,440,000 - 1,155,000 27,285,000 1,220,000
Series 1997A 28,440,000 - 1,155,000 27,285,000 1,220,000
Series 1998A ' 29,620,000 - 1,080,000 28,540,000 1,145,000
Series 1998B 7,930,000 - 40,000 7,890,000 - 40,000
Refuonding Bonds
Series 1991 16,523,730 - : 16,523,730 -
Series 1995 9,880,000 - 2,615,000 7,265,000 2,770,000
Series 1995 A%B 59,730,000 - 11,530,000 48,200,000 12,285,000
Loans
Debt Sexvice Assistance -
grogmn Loan - 33,438,546 33,438,546 -

ommunity Disaster Loan -
(CDL) 25,001,093 34,474,961 59,476,054 -
EPA Loans ‘ 1,200,416 - 502,615 697,801 106,596
Certificate of Indebtedness
Series 1999 5,075,000 - 1,595,000 3,480,000 1,690,000
Capital Leases
Energy Retrofit Lease 06/26/03 4,809,000 .- 935,000 3,874,000 950,000
Motorola Equipment 1,628,011 - 793,218 834,793 82,545
Classroom Computer Equipment 4,110,148 - 1,998,033 2,112,115 2,112,115
Unemployment Comp. Payable 34,413,084 - . 34,413,084 -
Interest Payable on Refunding -
Series 1991 28,022,478 3,241,987 31,264,465 -
Interest Payable on CDL - 1,592,440 - 1,592,440 “
Accrued Compensated Absences 24,902,441 938,354 3,648,953 22,191,842 3,648,953
Liability for Claims Payable 58,144,555 11,835,296 100,000 69,879,351 5,089,384
Due to other governments - 21,056,187 21,056,187 -

Total Long-term Ohbligations 3 422974956 $ 106.577,771 _$28.372.819 $ 501,179,908 § 35,184,593
* Interest is compounded and due in the future on previous years interest payable which was recorded as principal,
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9. LONG-TERM OBLIGATIONS, (continucd)
Bond Indentures

There are a pumber of limitations and restrictions contained in the various bond indentures. The School Board is in
compliance with all significant covenants.

Statutory Debt Limit

As of June 30, 2007, the statutory debt limit for general obligation bonds was $646,148,259 and the net Jegal debt
margin was $544,390,374. There was $43,622,115 available in the Debt Service Fund to pay debt service
requirements on the gencral obligation bonds outstanding at June 30, 2007.

10. LEASES
Operating Leases
The School Board has a pumber of operating leases for land, buildings and equipment used for schools and

administrative centers. For these leases, the School Board has, as of June 30, 2007, contractual agreements requiring
the following annual rental payments:

Fiscal Year Ending Fune 30, Amount
2008 321,437
2009 322,873
2010 96,371
2011 52,298
2012 44,717

Renta! expenditures under operating leases for fucilities for the year ended June 30, 2007 amounted to $437 436,
Capital Leases

The School Board records items under capital leases as an asset and an obligation in the accompanying financial
statements. Energy retrofit improvements for 1996-1997 were expensed or are considered fully depreciated.

Assets acquired through other capital leases are as follows:

Impairment
Asset Cost ‘ and Net Asset
Depreciation
School Buses $ 5,522,865 $ 5522865 s -
Commmications Equipment 1,628,011 1,628,011 -
Computer Learning Equipment 6,075,000 6,075,000 -
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10. LEASES, (continued)

The following is a schedule of future minimum lease payments under capital leases, together with the present value
of the net minimum lease payments, as of June 30, 2007:

Communications Computer Learning
Equipment Energy Retrofit Equipment Total
Fiscal year:
2003 s 130,155 $ 1,059,125 $ 2,232,710 3,421,990
2009 130,155 1,060,125 - 1,190,280
2010 130,155 1,058,300 - 1,188,455
2011 130,155 1,002,600 - 1,132,755
2012 130,155 - - 130,155
2013-2015 390,464 - - 390,464
Total 1,041,239 4,180,150 2,232,710 7,454,099
Less amounts representing
Interest (206,446) (306,150) (120,595) (633,191)
Present value of net minimum
lease payment 5 834,793 $ 3,874,000 $ 2112115 $ 6,520,908

On April 1, 1996, the Louisiana Public Facilities Authority (LPFA) issued $11,175,000 Lease Revenue Bonds
(Orleans Parish School Board Energy Retrofit Project), Series 1996. The bonds were limited and special obligations
of the LFFA and were secured by a Trust Indenture, dated April 1, 1996.

The LPFA used the proceeds from the sale of the bonds to: (1) purchase from the School Board certain energy
retrofit improvements and equipment for all public school buildings of the School Board (hereinafter referred to as
the “Project™); (2) fund a Reserve Fund; and (3) pay the cost of issuance of the bonds, inchuding bond insurance
premium. As the improvements and equipment were acquired and installed, the School Board sold the Project to the
LPFA and the LPFA concurrently leased the Project to the School Board through a Lease Agreement, dated April 1,
1996, under which the School Board is obligated to anmually appropriate funds in an amount sufficient 1o pay the
principal of and interest on the Bonds, as well as other payment cbligations, including the Reserve Fund
Requirement (as defined in the Indenture), as payments become due.

The Project used the bonds proceeds and the Lease Agreement to implement certain replacement, refrofit and/or
upgrade improvements to one hundred twenty-one (121) public school buildings of the School Board designed to
reduce opetating and maintenance expenses. The improvements to the School Board’s existing facilities fall into
four (4) major categories, as follows: (1) Energy Management; (2) Heating, Ventilation and Air Conditioning
Systems; (3) Lighting Systems; and (4) Water Conservation Measures.

In the event the SchoolBoardfm]smmakemymmlpaymmtunderﬁielmeAgremqﬁ.ptmmma
Withholding Agreement, the Trustee is authorized to notify the State Treasurer, who will then withhold the School
Board’s allocation of State Revenue Sharing Funds in the amount equal to any deficiency not paid as requlrad under
the Lease Agreement,

As of June 30, 2007, the principal balance remaining on the Encrgy Retrofit capital lease totaled $3,874,000,
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10. LEASES, (continued)

On April 1, 2001, Orleans Parish School Board entered into a capital lease agreement to acquire 800 MHz
communications equipment and related software licenses, installation, training and support services. The terms of the
capital lease require ten annual payments of $130,552 through April 1, 2011 at an annual rate of interest 0f 6.49%.
The equipment has a capitalized cost of $938,956. Due to the equipment destruction during Hurricane Katrina, the
creditor requested that the School Board share equally in the loss. As a result, the creditor requested the School
Board pay one-half of the remaining principal and interest dve, including any amounts in arrears, which totaled
$343,953 of the remaining balance duc of $687,906. The School Board agreed to this seitiement offer and made
final payment 0f $343,953 on September 26, 2006. The School Board recorded debt forgiveness of $285,284 on the
Statement of Activities and no liability for this lease existed for the year ended June 30, 2007.

On January 1, 2005, Orleans Parish School Board entered into a capital lease agreement to upgrade communication
equipment. The terms of the capital lease require ten annual payments of $130,155 through January 1, 2015 at an
annual interest rate of 5.19%. The equipment has a capitalized cost of $995,810.

As of June 30, 2007, the principal balances remaining on the 2005 communications equipment capital leases totaled
$834,793.

On November 15, 2004, Orleans Parish School Board entered into a capital lease agreement to acquire computer
leamning equipment for classroom instructional support funded through the Title I grant. The terms of the capital
lease require 3 annual payments of $2,232,710 through August 20, 2007 at an annual interest rate of 5.71%. The
equipment has a capitalized cost of$6,075,000. The School Board made final payment on this capital lease during
fiscal year 2008 cven though the state has provided notification that it does not intend to reimburse this expenditure
with Title [ funds. The states decision to disallow reimbursement for the final payment is related to the former
president of the School Boards entry of a guilty plea in Federal Court for accepting a bribe in return for supporting
the resolution to authorize the purchase of the equipment under this capital lease.

As of June 30, 2007, the principal balance remaining on computer leaming equipment totaled $2,112,115.
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11. DUE TO/FROM OTHER FUNDS

Individual balances dus to/from other funds at June 30, 2007, are as follows:

Due to other funds Due from other fids
Governmental Funds

General Fund s - $ 30,200,239
General Obligation Bonds-Debt Service - 3,540,206
Refunding Bonds-Debt Service 3,129,012 -
Hurricane Katrina Restoration Fund 35,983,004 -

Other Nonmajor Governmental Funds
Other Federal 14,281,783 -
State and Local - 109,053
Child Nutrition - 538,277
MIS Project Funding - 1,805,606
Short-Term Financing - 23,686
GO Bonds Funded Capital Projects - 5,251,013
Proposition D Funded Capital Projects - 4,271,257
Harrsh's Casino Funded Capital Projects 20,228 -
CDBG Funded Capital Projects - 221,272
Expendable Trust 1,500 -

Proprietary Funds
E-Rate 343,663 -
Employee Health Insurance - 1,267,363
Workers' Compensation Insurance - 10,055,594
Retiree Insurance 3,525,436 -
$ 57,284,626 $ 57,284,626
12. ES IN A — DEP
Balance Balance
at at
Agency Fund July 1, 2006 Additions Deletions June 30, 2007
Student Activity $ 459206 $ 939623 $ 1,079,090 $ 319,740
£ 459206 $ 939623 $ 1,079,090 $ 319,740
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13. ON-B F R, E BE AND

On-behalf payments for fringe benefits and salaries are direct payments made by an entity (the paying agent) to a
third-party recipient for the employees of another legally separate entity (the employer entity). GASB Statement No.

24 requires employer governments to recognize revenue and cxpenditures or expenses for these on-behalf payments.
The state of Louisiana made pension contributions (regarding Professional Improvement Program) directly to the
Teachers’ Retirement System of Louisiana on behalf of the School Board in the amount of $31,008. On behaif
revenues and related expense is recorded in the General Fund.

14. LITIGATION AND CONTINGENCIES
Claims
The School Board is a defendant in several workers' compensation, personal injury, persontie] action and contractual
lawsuits. Provisions for iosses for these lawsuits are recorded in the financial statements, principally in long-term
debt obligations. Management and legal counse! for the School Board believe that the potential claims against the

School Board, not covered by insurance, are covered by the recorded liability. A summary of significant claims are
as follows:

Wﬂm football injury, Siadent mow quadriplegicy

The case involves a student athlets who was paralyzed in a football game. As of the report date there is no
trial set and mediation of the claim is seriously being considered by all parties. The only parties remaining
in the litigation are the Orleans Parish School Board and the excess insurance carrier for St. Augustine High
School (the opposing football team). All of the other defendants have either settled their claims with the
plaintiff and/or have been dismissed from the suit (settlements total $1.05 million). The plaintiff’s
settlement demand to the School Board is for $3.6 million. The School Board’s General Counsel
believes the current settlement demand to be unsupportable and unreasonable. The case was settled
subsequent to June 30, 2007 for $1.25 million.

UINO v. OPSB (“Pavelieck Stub” Grievances)

UTNO alleges violaticns of the collective bargaining agreements regarding the School Board's failure to
provide an itemized accounting for the payroll processed in September 2005. Specifically, UTNO claims the
collective bargaining agreements were violated since employess have not received payroll check stubs/check
slips. The School Board is in the process of seiting up a system to combine the payrell data of several of its
previous systems that were used to make the September 2005 payroll. Once this is done, the employee pay
check stubs will be prepared and distributed to the affected employess. A settlement agreement of this
arbitration was approved August 1, 2007 required the Board to generate and mail pay advice forms to the last
known address of affected employees. No payments were required by the seitlement agreement.

0 and Wel »

In these lawsuits currently pending in Civil District Court for Orleans Parish, the Health and Welfare Trust
Fund is seeking $457,410 and $4,998,400, respectively, it contends it is owed for the 2004 — 2005 school year
in unpaid employee-trust fund contributions.

The School Board has filed an Angwer and Reconventional Demand asking for dissolution of the trust fund in
light of the expiration of the collective bargaining agreements between the School Board and the Union. The
School Board is anticipating a favorable outcome.
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14. LITIGATION AND CONTINGENCIES (continued)

Effective September 18, 2007, a settlement agreement was entered into with United Teachers of New Orleans
(“UTNO”) to bring to conclusion the following litigation, grievances, and arbitrations pending between the Board
and UTNO. The Board agreed to pay UTNO $7 million in annual installments of $3.5 million on October 31, 2007
and October 31, 2008.

vs. Orleans h ] Board; three (3

UTNO has filed a grievance on the School Board’s decision not to make contributions to the Health and
Welfare Trust Fund for the 2005-2006 schoot year, The arbitrator ordered the School Board to make paymetits
to the fund for a nine-month period during the 2005 — 2006 school year. The Schoaot Board’s General Counsel
estimates the exposure associated with this payment at $3.75 million. However, the arbitrator also provided the
Board with a damages offset of $1.9 million per month for 2 and % months. The offsct is greater than the
damages award; consequently, it is the School Board’s general counsel’s opinion is that the School Board owes
nothing stemming from this arbitration.

UTNO has filed a grievance on the School Board’s decision to change and cancel health insurance benefits
without negotiation. The arbitrator determined that the Board did violate the collective bargaining agreements,
however, the arbitrator decided against ordering any monetary relief.

UTNO has filed a grievance on the School Board’s decision to charter schools with the Algiers Charter School
Association while not applying the collective bargaining agreements to the workers employed by the charter
school association. The arbitrator determined that the Board did violate the collective bargaining agreements,
however, he decided against ordering any monetary relief.

UTNO challenged the arbitrator’s rulings for the three grievances by filing a lawsuit.

UTNO v. OPSB (“Emergency Leave “Gricvances)

UTNO claims the collective bargaining agreements were viclated since employees who had accumulated
accrued sick leave days were not compensated for those sick leave days. The School Board has taken the
position that the grievances are untimely and are based on an incorrect interpretation of the contract.

Even if UTNO prevails in this grievance, the liability is already recorded in the long term obligation fund since
it is the School Board’s policy to pay employees their accrued but unused sick leave when they retire from the
school system,

UTNO v. OPSE (“Svstem-wide C] { Schools” Gri )

UTNO contends that the collective bargaining agreements were violated when Orleans Parish Public schools
were closed following Hurricane Katrina and employees were not paid during the time of closure. The School
Board has taken the position that grievances are untimely and contrary to the language of the collective
bargaining agreements. In addition, it is the School Board's position that, assuming a violation of the contract
occurred; it is a violation which was excused by the impact of Hurricane Katrina which made performance of
the contract impracticable. The School Board is unable to determine the outcome of this grievance. The School
Board’s General Counsel believes that any potential unfavorable judgment would be significantly offset by the
ut;:mployment compensation paid to employees and the income eamned by employees who took new jobs after
storm.
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14. LITIGATION AND CONTINGENCIES (continyed)

15.

UTNO challenged the State (BESE) takeover of Orleans Parish schools. As remedial relief, the UTNO asked
the district court to compel the Board to enter into new collective bargaining agreements as well as provide its
members with darnages equal to the contract benefits they would have received had they remained employed
by the School Board and covered by the existing collective bargaining agreements. '

Both the School Board and the State filed exceptions of no cause of action which wers granted by the district
Jjudge, dismissing the suit. UTNO has appealed and that appeal is curreatly pending. The School Board is of
the opinion that a favorable outcome will be forthcoming,

Federal and State Grants

In the normal course of operations, the School Board receives grant funds from various Federal and State agencies.
The grant programs are subject to audit by agents of the granting authority, the purpose of which is to ensure
compliance with conditions precedent to the granting of funds,

The School Beard’s Title 1 Program has undergone an audit by the U.S. Department of Education. The U.S.
Department of Education requested documentation to support approximately $71,800,000 of questioned costs. A
substantial portion of this documentation has been pravided to the U.S Department of Education. The State of
Louisiana’s Department of Education has also audited 1ASA, Special Education, and Vocational Educational
Programs and questioned costs of approximately $14,800,000. The possible outcome of these andits cannot be
determined as of the report date and, therefore, the School Board is unable to estimate the liability, if any, that may
result from these audits.

Iovesticati

In addition to the computer learning equipment bribery investigation discussed in note 10, a number of payroll and
human resource related problems have also been identified in a prior year, including payments to former employees
after termitation and incorrect withholding and benefit payments. A number of indictments have resutted. The
School Board intends to seek full restitution. However, as of the report date, the School Board is unable to
determine what the affect of any restitution received would have on the financial statements.

COMMITMENTS

At June 30, 2007, the School Board had construction commitments of approximately $23,539,923. These
commitments will be paid out of the Capital Projects Funds.
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16. INTERFUND OPERATING TRANSFERS
Interfund operating transfers for the year ended June 30, 2007, were as follows:

TransforsOut _ Transfershn

Governmental Funds
General Fund $ 34208275 §  (554937)
General Obligation Bonds-Debt Service 7,491,099 {12,288,549)
Refunding Bonds-Debt Service - (19,343,393)
Other Nonmajor Governmental Funds
Other Federal 423211 (479,707)
State and Local 2,227 (121,321
Child Nutrition 129,498 -
MIS Project Funding - (1,806,606)
Gordon School Loan 14,459 -
Short Term Financing . (14,459)
GO Bonds Funded Capital Projects - (7,491,099)
Proprietary Funds -
E-Rate . (168,698)

I _wme o

Qperating transfers between the General Fund and other funds are generzily made to provide supplemental funds
for program operations.

17. RISK MANAGEMENT

The School Board is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets;
errors or omissions; workers' compensation and health msurance for its employees. The School Board has
established the following internal service funds to account for and finance these risks of loss:

Health Insurance/Retiree Insugance - These funds are used to account for the employee, retirec and employer
contributions to, and the payment of self-insured claims for the Health Insurance Plan. On February 1, 2006,
the School Board offered 2 self-insured employee medical and Health Insurance Plan financed solely by
employees and the School Board, The plan has a $200,000 stop-loss provision, whereby any claims incurred
in excess of amount for a single insured is covered by reinsurance purchased by the School Board and in
accordance with agreement with Coventry Insurance, Third Party Administrator. Prior to February 1,2006,
the School Board offered a fully-insured Health Insurance Plan and recorded expenditures in the General
Fund.
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17. RISK MANAGEMENT f(continued)

Workers' Compensation- This fund is used to account for claims srising from employment related injurics.

The School Board maintains a self-insurance plan, which includes the purchase of insurance for claims in

excess of $500,000 per occurrence. The workers' compensation limit for each accident is the statutory

amount.

Other Insurance- This fund is used to account for retiree paid life insurance premiums and expenditures.
Self-insured litigated claims are not reported in internal service funds, but beginning April 1, 1999 the revenues and
expenses for non-litigated claims are in the General Fund. The estimate for litigated claim liabilitics is reported in
the GWFS. ’

A reconciliation of the unpaid claims liability, including the litigated claims reserve, as of June 30 is as follows:

Workers' Employes
Compensation Heslth Retiree Health Litigated
Fund Insumnce Insurance Fund Chims Total
Fund
Unpaid claims, as
previonsly reportad
Tune 30, 2006 $ 9,590,196 $ 2,000,000 $ - $ 58,144,555 $ 69,734,751
Prior period adjustment - (1,300,000} 1,300,000 - -
Ubpaid chains, at
adjusted June 30, 2006 9,590,196 700,000 1,300,000 58,144,555 69,734,751
Curreat year cliims
incyved and changes in
estimates 3,457,687 2,126,338 8,845,817 11,835,296 26,266,138
Claims paid (4,191,310) {2,58%,535) (9,015,1253) {100,000) {(13,893.970)
Unpaid claims as of yesr
ended fune 30, 2007 $ 8,856,573 $ 236,803 $_ 1,131,692 $ 69,879,851 $ 80104919

The above unpaid claims as of June 30 inchude amounts for claims incurred but not yet reported, as determined from
actual claims paid subsequent to year-end ag weil as an estimate based upon historical lng trends.

18. DEFICITS N FUND EQUITY
The Hurricane Xatrina Restoration Fund had a fund deficit of $14,349,715 at June 30, 2007. This fund deficit is
expected to be funded in the future from FEMA reimbursements, additional insurance proceeds recoveries and

potential additional Federal, State or Local Grants and/or loans. Any remaining deficit will be funded by transfers
from the General Fund, if necessary. (Note 21)
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20.

Asreported jn the budgetary comparison schedules that are presented as required supplemental information for the
year ended June 30, 2007, the General Fund had other financing sources which were $515,442 below the final budget
primarily related to reducing indirect costs on grants by netting the amount against unallowable costs, which are
finded by operating transfers from the General Fund.

CONTINGENCY FOR UNBILLED FEDERAL REVENUE
Included in Due from other governments are $5,016,986 of amounts that are unbiiled. At this time, it is uncertain

whether all of these amounts will be recovered under the federal programs as they are recorded. Once the Scheol
Board has billed these amounts and received the reimbursements, adjustments will be recorded as required.

On August 29, 2005 Hurricane Katrina struck the New Orleans area causing widespread damage to properties
throughout the region. The Schoo! Board’s schools, administrative buildings, warehouses and other structures, along
with furniture and equipment, and vehicles, were severely damage or destroyed by the hurricane. It is egtimated that
the total gross damege to the School Board's property could approximate $900,000,000. The storm damage not only
caused an immediate negative economic impact to the New Orleans region, but it wilt also have long-term negative
€COonomic consequences to the region and the School Board. This adverse impact is evidenced by lower ad valorem
and sales tax revenues that support the School Board’s operations, as well as higher operating costs and extensive
rebuilding costs that will not be fully covered by insurance proceeds or other government programs or grants such as
FEMA. These issues are discussed in forther detail below:

The School Board had insurance policies in effect at the time of the hurricane for comprehensive property damage
(including flood), casualty, business interruption and other coverage’s in the aggregate amount of $200,000,000 and
additional insurance policies covering flood damage in the amount of $17,800,300. As of Tune 30, 2006, the insurers
have remitted $25,000,000 for property damage and $9,214,219 for flood damage for a total of$34,214,219 (soe Act
35 below for allocation of $24,841,409 of these total insurance proceeds to the new RSD School District). The
Schoo) Board has filed lawsuits against its insurers to collect its remaining claims for additional aggregate damage of
approximately $175,000,000. Since the outcome of these lawsuits, including the timing and exact amount of
insurance recoveries are uncertain as of the report date, the potential net recoveries have not been included in the
accompanying financial statements. The School Board has made an additional flood insurance ciaim for $1,525,000
which may represent the maximum amount of flood insurance coverage remaining by individual property. These
proceeds will be recorded in fiscal year 2008 when and if they are received. The School Board also received
additional transportation insurance proceeds in the amount of $3,500,000 prior to June 30, 2006 and $1,500,000 in
October 2007 for losses to its transportation assets including leased school buses, Both of these transportation
insurance receipts, totaling $5,000,000, were recorded as revenue in the General Fund as of June 30, 2005.

The School Board estimates that a significant portion of the hurricane related losses will be covered through grants
from the Federal Emergency Management Association (FEMA), Community Development Block Grants (CDBG)
potential grants from other Federal and/or State agencies and through additional insurance recoveries. Although
some of the School Board’s schools have been repaired and reopened, assessments and repair of the damages by the
School Board’s employees, consultants, contractors, and FEMA is ongoing as of the report date. See additional

. information regarding FEMA. below.
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The majority of the employees of the School Board were put on disaster leave effective as of the date of the storm
and, on March 24, 2006, approximately 8,000 of the School Board's employees were terminated. The School Board
paid the terminated employees approximately $4.6 million in accrued vacation benefits and approximately $2.1
miflion in accrued sick icave. As of the report date, the School Board had approximately 580 full time or part-time
employees. The laid off employees have also received extended unemployment compensation benefits from the
State of Louisiana Department of Labor amounting to approximately $34,413,000 as of June 30, 2007. These
unemployment compensation benefits are not expected to be extended any further by the State. The School Board
has the responsibility to reimburse the State for these unemployment benefits. Since the State has deferred the
School Board’s payment of this liability until July 2008, the liability has been classified as long-termn in the statement
of net assets (see Footnote 9).

a hools ngs Fol i !

The School Board has approved twelve Charter Schools. As of June 30, 2007, the twelve Charter schools had
approximately 6,320 students and the School Board’s six schools had approximately 2,825 (see Act 35 below for
information about the new Recovery School District (RSD)). The School Board provides the Charter schools and
the RSD schools with their pro rata share of local ad valorem and sales tax funding along with a pass through of'the
Charter schools share of State funds provided through the Minimum Funding Program (MFFP). The State rernits
directly to the RSD schools for their share of MFP. The total amount of local tax and MFP funding paid by the
School Board to its Charter Schools amounted to approximately $46.5 million for fiscal year ended June 30, 2007.
The amount of local tax funding paid by the School Board to the RSD schools amounted to approximatefy $40.0
million for the same petiod.

The School Board is also responsible for managing Federal and State grants for both its own schools and the Charter
Schools (called Special Revenue Programs). The amount of Federal funding that was paid to the School Board to be
passed through to the Charter Schools amounted to $9,826,815 for the year ended June 30, 2007.

ACT 3S

In November 2005, Louiziana House Bill 121 {Act 35) transfetred control of each School Board school deemed to
be in academic crisis, as determined by standardized student testing results, to the Louisiana State Department of
Education’s Recovery School District (RSD). This Act resulted in approximately 83% (106 schools) of the School
Board’s former schools being transferred to the new RSD. Effective with the passage of Act 35, the RSD is
responsible for providing all educational services to students attending the transferred schools. The bill provided for
the transfer of operational and managerial control of the transferred schools for a period of not less than five years.
Further, the bill provides the RSD with authorization to manage and retain funding under the Minimum Foundation
Program and it’s pro rata share of local ad valorem and sales taxes corresponding to the students attending the
transferred schools. While the School Board retains ownership of each transferred school, Act 35 transferred afl
rights and responsibilities associated with property ownership to the RSD. At the direction of The Lonisiana
Department of Education, the School Board transferred the net book value (after impairment due to Hurricane
Katrina) of the transferred schools to the RSD and recorded a long term receivable from the RSD in the amount of
$134,614,742 as the bill provides for the schools to be returned to the School Board at the conclusion of Act 35,

-48-




ORLEANS PARISH SCHOOL BOARD
NEW ORLEANS, LOUISIANA

Notes to the Financisl Statements

June 30, 2007

The summary of the properties transferred is as follows:

Accumulated Net Book
Cost Depreciation Value
Land $ 19,727972 $ - $ 19,727,972
Building and improvemnents 263,849,452 157,308,775 106,540,677
Furniture and equipment 58,541,683 50,195,590 8,346,093

$ 342,119,147 $ 207,504,365 $ 134,614,742

|

Insurance Proceeds to RSD

During 2006, the School Board received $34,214,219 of insurance proceeds related 10 wind and flood damage to its
schools. Act 35 provided that any insurance proceeds that are not used by the School Board for debt service
requn’ementa,mtoheallocatadtoboththeSchoolBoardandtoﬂleRSDlobenscdlnhelpflmdﬂnstmmdamage
repairs 1o each of their respective achools. Since the insurance companies have not yet provided a complicte
allocation of the insurance proceads by school, an estimate was made to allocate the insurance proceeds. The
estimated allocation, which may change in the future when better facts are known, amounted to $9,372,810 for the
School Board’s remaining schools and $24,841,409 for the schools transferred to RSD. This liability to the RSD is
offset by expenditures the School Board incurred on behalf of the RSD resulting in a net lability for the year ended
June 10, 2007 of $6,511,355. This net liability is recorded in the Katrina Restoration Fund (See below).

Rebulldipg of the School Board’s and RSD Schools with FEMA Assistance

The RSD hired a consulting firm to assist them in the management of the rebuilding of the schools in the New
Orleans area. This contract also provided for the management of the insurance recoveries and the assistance being
provided by the Federal Government through FEMA. The School Board has also contracted with the consulting firm
for the same purpose. In order to get the rebuilding process started as soon as possible, FEMA required the School
‘Board to be the “FEMA Applicant” regardless of whether it was an RSD school or a School Board controlled school.
This requirement was subsequently changed by FEMA whereby each School District was made responsible for its
own schools. In the interim however, the School Board incurred expenditures on behalf of the RSD and received
FEMA reimbursements on behalf of the RSD. At June 30, 2007, the net payable to the RSD by the School Board

regarding the FEMA related rebuilding and operating activitics and the related insurance proceeds allocations are as
follows:

Hurricage Katriua Restoration Fund

Due to RSD, as previously reported, June 30, 2006 - $ 19,320,647
Prior Period Adjustment (note 3) (793,724)

Due to RSD, as adjusted, June 30, 2006 18,526,923
FEMA reimbursements received on behalf of RSD 398,088
Rebuilding expenditures incurred on behalf of RSD (12,914,556)
Due to RSD, for year ended June 30, 2007 $ 6,511,355
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Additionally, the School Board incunred certain operating expenditures on behalf of the RSD to help insure that
smdents would not be negatively impacted by the transfer of schools. Plant services expenditures primarily
consisted of property insurance premiums and utility bills for RSD buildings paid by the School Board on behaif of
RSD. The beginning balance of the receivable includes the prior year recorded utility expenditures and an allocation
of consulting fees on a contract with Alvarez and Marsal for services provided not previously recorded. The School
Board purchased educational services on behalf of the RSD and those costs were reimbursed by the RSD during the
year. All other operating expenditures paid on behalf of the RSD have not been reimbursed and are recorded in the
receivable presentsd below. Revenues and expenses are presented in the Statement of Activities a8 Charges for
Services alongside the comesponding program expenditures, while revenues are shown as Other Revenue in The
General Fund.

General Fund
- Due from RSD, as previously reported, June 30, 2006 5 905,343
Prior Period Adjustment (note 3) 1,236272
Due from RSD, as adjusted, June 30, 2006 2,143,120
Utillity (Plant) expenditures incurred on behalf of RSD 2,768,702
Insurance (Plant) expenditures incurred on behalf of RSD 5.912,832
Contracted cducational services incurred on behalf of RSD 1,957,631
Transportation expenditures incurred on behalf of RSD 32,940
RSD payments to reimburse for on behalf expenditures {1,957,631)
Due from RSD, for year ended June 30, 2007 $ 10857,594

State and Loca] Fynding

The Minimum Foundation Program (MFP) formula adopted by the State Board of Elementary and Secondary
Education and approved by the Legislature determines the cost of a minimum foundation program of education and
helps to allocate the funds equitably to parish and city schools systems. Orleans Parish School Board received a per
pupil allocation of $3,809 for the year ended June 30, 2007. Based on a student enroliment of 8,998, the School
Board was allocated $33,378,463, which includes an adjustment of $885,136 related to overpayments received ina
prior year. The School Board received $9,702,480 and the remaining $23,675,983 was applied as a reduction to the
amounts owed by the School Board to the Recovery Schoo] District for their share of the Local MFP.

The School Board receives local fanding from sales and ad valorem tax, which is allocated between the debt service
funds, the Recovery School District, the School Board’s Charters and the School Board. Duse to the uncertainty in
the New Orleans tax base following Hurricane Katrina, the Recovery School District conservatively estimated tax
collections net of mandatory debt service funding requirements of $62,997,898. This resulted in an allocation of
$39,963,222 based on student counts of 15,294 and 8,998 for the Recovery School District and the School Board,
respectively. During the year the School Board peid the Recovery School District the remaining $16,287,239 after
taking into account the $23,675,983 credit from the State MFP, as described in the preceding paragraph.

On August 30, 2007, the State Superintendent of Education notified the School Board that based on documented
evidence of an increase in actual revenue collections of $128,506,268; the School Board owed an additional
$41,056,187 to the Recovery School District for the year ended June 30, 2007, The School Board contends that
because Act 35 transferred a significant share of the assets to the Recovery School District, they should also receive
an equal share of the liabilities. The School Board calculates the Recovery Schoo! District’s share of thess liabilities
%0 equal approximately $38 million, which offsets all but approximately $3 miilion in the amount owed to the
Recovery School District. The ultimate resolution of this issue is uncertain and may require continued negotiation
between the parties, newly created legislation and/or judicial action. The School Board has recorded $20 million of
the $41,056,187 owed to the Recovery School District in the general fund. The remaining $21,056,187 is recorded
in the government-wide financial statements as amounts due to other governments.
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REVENUES

Local sources:
Ad valorem taxes
Sales and use tax {including vehicle)
Eamings on itivestraents
Other

State and federal sources:
Minimum Foundation Program
State Revenue Sharing
Cther
Fedenal

TOTAL REVENUES

Capital cutlry
Debt Service
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER EXPENDITURES

New Oricams: Leuisiann
GENERAL FUND
BUDGETARY COMPARISON SCAEDULE
FISCAL YEAR ENDED JUNE 30, 2007
Variance with

Final Budget

FPositive

Original Final Actoal {Negative)
§ 60850231 78482026 § 97,006,017 18,583,107
61,726,320 72,124,500 65,868 533 {6,256,267)
- 5,400,000 5,850,194 450,194
2,577,960 10,916,581 17.852.530 6,936,349
29,104,485 32,137,084 32,791,758 654,671
3,218,613 3218613 2420236 (798377)
195,559 693,301 406,370 (286931}
107,791 107,791 214,677 106,386
157,780,959 203,081,090 212410722 19,329,632
13,791,783 36,062,120 14,704,750 21357370
3597342 5,785,841 1,644 518 4,141,323
- 3,299,630 953,387 2,346,243
1,261,672 3,611,089 1,701,780 1,509,309
1,508,909 3,376,364 1,057,502 2318862
1,892,308 6,740,401 7,130,149 (389,748)
1,643,468 3,442,743 1,434,032 2,008,716
5,460,179 10,366 439 8,120,944 2,745,495
4,198,065 4,611,039 4508926 (297,887)
6,056,577 8,564,477 8265779 203,698
11,663,441 14,405 876 13,317,687 1,088,189
1,530,029 331,930 7619 324,361
. 59,766 41,7182 17,984
- 47,610 - 47,610
52,604,173 101,205,380 63,288,855 37,916,525
105,176,736 101,875,710 159,121,867 57,246,157
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OTHER FINANCING SOURCES

Procoeds fiom GO Zone

Proceads from Community Disaster Loan

Transfers cut

Transfers cut-charters and Recovery School District
Other

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES AND OTHER SOURCHES
OVER EXPENDITURES AND OTHER USES

FUND BALANCE, JUNE 30, 2006

PRIOR FPERICD ADJUSTMENT

FUND BALANCE, JUNE 30, 2007

Variance with

Final Budget
Posi

Original Final Actual (Negative)
1947473 33,438,546 33,438,546 -
1,420,721 34,474 961 34,474 961 .
(34,170,524) (71,516,155) {52,706 500) 18,309,655
(80,856,376) (87,291,507) (106,185,724) (13,294217)
988,920 1,279,246 763,804 (515.442)
(93,176,786) (89,614,909) (50,214,.913) {600,004)
12,600,000 12,260,301 68,906,954 36,646,159
| 64398313 64,398,353 54,358,353 -
5,639,865 1,639,865 5,630 868 .
s m2038218 82299019 § 138945172 § 36,646,153
{tonciuded)

Ad valorem and sales tax revenne is preseated on & gross basis to include smounts dedicated to debls servive. The ad valorem taxcs

dedicated to the Generat Gbligation Fusd is 7.8 mils (note 5). The sales tax reverne dodicated 1o debe service is the lesset of 50 basis points {.S%)
of the 150 bazis points {1.5%) in Orteans Parizh asles tex collections of the sctual debd service incurred during the year. Presenting these taxes on

& gross basis resulted in tax revenus per budgetary basis exceeding smtunts shown in the Stasement of Reverwes and Expenditures by $41,088,999.
This diffarence was completaly offset by a larger smount shewn for tranefers out in the other fingncing sources section and kad no net effect on the

change in fimd balance p
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Investments
Due from other funds
Due from other govemments
Inventory
Other receivables
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Due to other funds
Deferred revenues
TOTAL LIABILITIES

Fund balances:

Reserved for:

Inventory

Encumbrances

Debt service

Capital projects
Unreserved, reported in

Special revenue

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND
BALANCES

New Orleans. Lovisinga
NONMAJOR GOYERNMENTAL FUNDS
COMBINING BALANCE SHEET
JUNE 30, 2007
Special Debt Capital
Revenue Seyvice Pruject Total

s - - 0§ 13373923 0§ 1337393
647,330 1,830,292 9,743,602 12,221,224
15,117,599 - - 15,117,599
82,461 - - 82,461
1,147 - 2,186,070 2,187,117
$ 15,848,537 1830292 $ 25303505 § 42982424
s 426,972 - % 1,743.444 § 2,170,416
14,281,783 - 20228 14,302,011
486,153 - - 486,153
3 15,194,908 . 1,763,672 $ 16958580
H 623,905 -8 - 623,908
3,886 - 3,886
- 1,830,292 - 1,830,292
- - 23,539,923 23539923
25,838 - - 25,838
$ 653,629 1830202 § 23539923 5 26023844
$ 15,848,537 1,830292 § 25303595 5 4298244
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BEVENUES
Local sources:

Ad valorem taxes
Sales taxes
Investment eamings
Food services
Donations
Other
State and federal:
Minimum Foundation Program
Other
Federal funds
TOTAL REVENUES
EXPENDITURES
Instruction:
Regular education programs
Special education progranss
Other education programs
Support:
Student services
Instructional staff serviees
Business services
Student transportation services
Central services
Plant services
Food services
Capital Qutlay
Other
Debt Service:
Principal retirement
Interest and benk charges
TOTAL EXPENDITURES
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

-54.

Special Debt Capital

Revenue Service Project Total
- % - . -
3,018,272 3,018272
- - 573,218 573,218
58 466 - 58,466
51,881 51,881
2,084 - 9,673,039 9,675,123
586,708 - - 586,708
1,657,145 - - 1,657,145
27,920,684 - - 27,920,684
30,276,958 3,018,272 10,246,257 43,541,497
1,659,611 - - 1,659,611
6,039,961 - - 6,039,961
13,583,065 - - 13,583,065
1,217,301 - - 1,217,304
2,350,558 - - 2,350,558
438,563 - - 438,563
69,675 - - 69,675
62233 - - 62,233
59,194 - - 59,194
2,112,868 - - 2,112,865
- - 3,487,135 3487.18
. - 193,456 193,456
1,998,033 2,605,549 . 4,603,582
234,676 412,623 - 647299
29,825,735 3018172 3,680,601 36,524,598
451,233 100 6,565,566 7,016,899
(continued)




OTHER FINANCING SOURCES AND USES

Transfers in

Transfers out
TOTAL OTHER FINANCING SQOURCES
EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES

PRIOR PERIOD ADJUSTMENT

FUND BALANCE, TUNE 30, 2006

FUND BALANCE, JUNE 30, 2007

Special Debt Capital
Revenue Service Project Total
601,028 1,821,065 7,491,009 9,913,192
(554,936) (14.459) - (569,395}
46,092 1,806,606 7.491.099 9,343,797
497,335 1,806,706 14,056,665 16,360,696
156,304 23,586 9,483,258 9,663,148
653,629 1,830,252 2),539923 % 26,023,844
{concluded)
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Due from othes funds
Due fromn other governments

Othet seccivables
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Lisbitities:

Ascounts payabls

Sulasies paynble

Due to other funds

Deferred revenuss

Dut 1o other governmenis

TOTAL LIABILITIES

Fuad balanges:
Reserved for ipventory
Reserved for encumbrances
Unteserved - undesignated
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

Naw Ovlenns, Lovisiana
NONMAJOR SPECIAL REVENUE FUNDS
COMBINING PALANCE SHEET
duxe 30, 2007
Other State Child
Fodoral and Loeal ‘Nutrition Tota
- s - - -
. 105,053 538277 641330
14,533,587 45321 37,185 15,117,593
. . 82461 82461
1,147 . - 1,142
14634734 & 555,876 657927 8 15840537
352,951 H 39,999 34nn 426972
14,281,793 - - 14,281,783
- 486,153 . 435,153
14,634,734 526,152 34,02 15,194,908
. . 621905 623,908
- 3,586 - 1386
- 25338 - 25838
- 29,724 623,505 653,629
14,534,734 ] 355,076 437,927 L 15,048,337




BEVENUES
Loesl soumes:
Food services
Donations
Other
State and federnl:
Minitmum Foundation Program
Other
Feders] funds
TOTAL REVENUES

ENPENDITURES

Current
Inswroction:
Regular educetion programs
Special education programs
Orther education programs
Support:
Studont services
Instructional staff services
Buyiness yervices
Student ransportacion services
Central sorvices
Plant services
Other
Food services
Debt Servica
Inieress and bank charges
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES AND USES

Transfers in
Transfers ont

TOTAL OTHER FINANCING SOURCES

EXCESS OF REVENUES AND CTHER PINANCING
SOURCES OVER EXFENDITURES AND OTHER USES

FUND BALANCE, JUNE 34, 2006

FUND BALANCE, JUNE 30, 2007

 Other State Child

Federal and Local Nutrition Total
- - 3 33.466 53,466
- 51,881 - 51,381
- 2084 - 2,084
- - 586,708 515,708
- 1,657,145 - 1,657,145
25,853,894 - 1,064,790 27,920,684
25,855,894 1,711,110 2,709,964 30,276,968
1.215.6M n3.540 - 1,659,611
6,021,671 13290 - 6,009.96}
13,364,362 218,203 - 13,583,063
1,483 100 34201 - 1,217,301
1,227 988 1,122,570 - 2,350,558
417,987 20576 - 438,56
66,975 2,700 - 62,673
62,233 - - 62,233
39,194 - - 59,194
- - 2,112,858 2,112,365
1,998,033 - . 1,998,033
234676 - - 234,676
15,912,390 1,%00,480 2,112,865 9825133
(55.496) (89.370) 597,009 451193
478,707 12,321 - &01.028
(423.211) (2,227) (129,498) {554,936}
56,496 119,004 (129,498) 45,097
- 29,724 467,501 497,25
. - 156,304 15604
- 19,724 $ 623,905 653,629
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ASSETS
Dhue from ather fimds

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Linbilities:
Fund balasces:

Reserved for debt service

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES

School

Motorola
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Local sourcey;
Sales and use tax H - $ 604,262 $ 603,454

TOTAL REVENUES - 604,262 603,434

EXPENDITURES
Principal resirement 504,970 505,579
tmtevest and bank charges 99.292 97,875

TOTAL EXPENDITURES . 604,262 603,454

EXCESS OF REVENUES OVER

(UNDER) EXPENDITURES - . .

QTHER FINANCING SOURCES AND USES
Transfer in - - -
Transfers out (14,459) - -

TOTAL OTHER FINANCING SOURCES (14459) - .

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES {14,459) - -
FUND BALANCE, JUNE 30, 2006 14,459 - -

FUND BALANCE, JUNE 30, 2007 3 - '3 - $ -
{contimecd)




MIS Projeet Short-Term

Funding Fmancing Total

$ 1807106  § 3450 § 3,013.2712
1,807,106 3450 3,018,272
1,595,000 - 2,605,549

212,106 3,350 412,683

1,807,106 3,350 3018172

. 100 100

1,806,608 14,459 1,821,065
- - (14,459)

1,806,606 14,459 1,806,606
1,306,606 14,559 1,806,706

- 9,127 23,586

§ 1806606  § 23,586 3 1,830,292

{conchaded)




Trwe from other fends
Othor ceivables
TOTAL ASSETS

LJABILITIER AND PN BALANCES
Accounts pryable
Dhue to other fusdy
TOTAL LIAMLITIES
Fusd balances:
Reverved for copital projects
TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BEALANCES

Dew Drieans. Lewislans
NONMAJOR CAPITAL FROJECTS FUNDS
COMBINING RALANCE SHEST
NINE 30, 2007
0O Boads Prepositoa D Harsh's
Fundad Fanded Casimo CDBO
Capital Projects Cagital Projects Cupitat Frojects Capital Projects Towl
5 LTSI S THES 8 7,011,399 - 13373323
5,251,073 4371357 - u\m 8.]43.602
- 1,186,070 - - A0
$ w02 $ 7,108,682 H 1,011 359 212N 15,303,393
1295 677 192,164 U331 21,2 1,743 444
- - 028 . 30,14
1,295 617 192,164 34,559 221,272 L7367
9,386 605 £996,51% £,956 500 - 2),539,923
5,586,605 6,996 513 6,956,300 - 13,539,023
$ 10,322.242 3 L1B5.692 $ 2,011,359 221272 23,301,598




Funded Tanded Cpyimg CDRD
Capital Projects Capital Projects Capilal Projects Capital Projects Total
REVENURS
Laocal sources:
Eumings on lsveroeants. H 187,976 3 33382 k] 252,390 H - s D2
Ad valomns toes - - - - .
Othmr revesues - 2.708 307 8,746,240 nm 461,009
TOTAL REVENUES M7 9% 1M 6,999,150 21,2 10,246,257
ESLENRITURES
Othor axpanditures 15317 135,729 2,350 - 193,456
Capital Outlay 2,584 386 6B13TY - 131312 3487,35
TOTAL EXPENDITURES 21,509,963 817,108 42,330 131272 3,680,691
EXTESS OF REVENUES OVER
(UNDER} EXPENDITLIRES 2,315,997} L920,7153 6,956,300 - 6,565,566
QOTHER FINANCING SOURCEE AND USES
“Truitsfors in 7,491,099 . . - 7,491,009
“Trmmfor out - - - - -
TOTAL OTHER FINANCING SOURCES TA91,099 - - - 7,451,099
EXCE$S OF REVENUES AND OTHER FINANCING SOURCES
OVER{UNDER) EXPENDATURES AND OTHER USES 5,175,112 1,920,753 6,936,500 - 14,056,645
PRIOR PERIOD ADJUSTMENT - - - . -
FUND BALANCE, JUNE 34, 2006 4,407,493 5,078,745 - - 9,433,258

FUND BALANCE, JUNE 30, 2007 § 9,386,605 § 6,996,318 ] §,936,800 $ - $ 1) 539




ASSVTS

Cash and cash equivalents
Other receivables

Cue from other fimds

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable
Due to other funds
Liabdlity claims peyable/self insured Josses
Deferred revenue

TOTAL LIABILITIES

Net Assets - unrestricted

TOTAL LIABILITIES AND NET ASSETS

Employee Retires
Health Health
Insurance Insurance
- H 8,762,640
12,244 245,935
1,267,363 -
1,279,607 $ 9 008,575
236,803 H 1.131,692
. 1,525,436
1,042,804 4351447
1,279,607 9,008,575
1,279,607 § 9,008,375
(continuod)



Total

Internal
Service
Funds
8,762,640
- 347,641 . 605,820
10,055,554 - - 11,322,957
$ 10,055,594 3 347,641 $ - s 20,698,417
4 295,241 H 1978 H - $ 1,667,714
- 343,663 - 3,869,099
1,856,573 . . 5,856,573
- 5,394,251
9,151,814 347,641 - 19,787,637
903,780 - - 903,780
10,055,594 $ 347,641 ; - $ 20691417
e ]

{concluded)



QFERATING REVENUES
Employer contributions
Employes contribuotions
Retiree contributiona
COBRA contributions
Retiree State Contributions
Other contributions
Interest income

TOTAL OPERATING REVENUE

OPERATING EXPENSES
Caniral Services

Other expeases

TOTAL OFERATING EXPENSES

NET OPERATING INCOME

INCOME (LOSS) BEFORE
TRANSFERS

Transfers out
Transfers in

CHANGE IN NET ASSETS
NET ASSETS at JUNE 30, 2006

NET ASSETS at JUNE 30, 2007

Employee Reatires
Heahth Health
Insunance Insurance
1,128318 1,409,308
752,559 -
- 3,794,931
245 461 -
. 3,180,943
- 461 635
2,126,338 8,846,817
2,126,338 8,846,817
2,126,338 £,846,817
(continucd)




Total

Workery' Intemal
Compensation Service
Insumnce E-Rale Funds

$ 4,101,310 - 6,728,936

- . 752,559

- - 3,794,931

. 245,461

R - 3,180,943

- 347,641 347,641

- . 46) 635

4,191,310 347641 15,512,106

H 3,287,530 516,139 14,777,024

3,287,530 516,339 14,777,024

503,780 (168,698) 735,082

903 780 (168,698) 735,082

- 168,698 168,698

903,780 - 903,780

3 903,780 - 903,780

(comcluded)
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CASH FLOWS FROM OFERATING ACTIVITIES:
Cash premloms received
Cash paid in claims and benefits
NET CASHFROVIDED BY
(USED IN) OPERATING ACTIVIFIES

CASH FLOWS FROM NONCAPTTAL FINANCING ACTIVITIES;
Interfund transfers and advances
NET CASH PROVIDED BY (USED IN}
NONCAPITAL FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH
CASH AT BEGINNING OF YEAR
CASH AT END OF YEAR

Recomellintion of eperating income (loss) to net cash provided
used by {used In) operating activities
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash provided by/{used in) operating sctivitien:

Transkers in

Changes in’
Other raceivabies
Due from other funds
Accounts payable
Deferred evenue
Dhuc o other funds
Claims payabie/sclf-insured losses payshle
NET CASH PROVIDED BY / (USED
IN) OPERATING ACTIVITIES

Employee Retiree
Health Health
Insurance Insurance
$ 1,546,731 H 12,952,329
(1,546,731) (6,444,079

- 6,508,250

- 6,508,250

- 2,254 390

§ - $ §.762,640
$ - $ -
(12,244) (245,935)

(567,363) -
(463,197) (168,308)

1,642,304 4351447

- 2571046

-4 - $ 6,508,250

fcontinued)




Total

Workers' Internal
Compensation Other Service
Insurance E-Rate Insurance Funds
H 4,255,055 $ 168,698 s - s 18,922,813
(3.725,912) (168,698) (164,797) (12,050.217)
529,143 - (164,797) 6,872,596
529,143 - {164,797) 6,372,596
(529,143) - 164,797 1,890,644
§ - $ - 3 - 3 8,762,640
$ 903,780 H {168,69%) $ - H 735,082
168,698 168,698
15,220 (347,641) - {590,600)
48,525 - (513,338)
205241 39m8 (164,797) (497,083)
- - - 5,394,251
- 343,663 - 2,914,709
(733,623) - - {733,623)
5 529,143 § S 164 3 6,872,596
(concluded)

.69 -




ASSETS
Cash and cash equivalents

TOTAL ASSETS

LIABTLITIES
Accounts payable
Due to student groups
TOTAL LIABILITIES

=170 -

Student Agency
Activity Total
$ 376,968 s 376,968
$ 316,968 $ 376,968
$ 51229 s 57229
119739 319,739
$ 176,968 s 376,968




Cash and cagh equivalents
TOTAL ASSETS

LIABILITIES
Accounts paysble
Due to student groups
TOTAL LIABILITIES

TOTAL AGENCY FUNDS
ASSETS
Cash and cash equivalents
TOTAL ASSETS

LIABILITIES
Accomats payeble
Due to student groups
TOTAL LIABILITIES

Balance Balance
June 30, 2006 Additions Deductions Juna 30, 2007

459206 943,192 1,025430 376,958
459,206 943,192 1,025,430 376,968

- § 57,229 - 57229
459,206 943,192 1,082,659 gy
459206 § 1,600,421 1,082,659 376,%63
455206 $ 943,192 1,025,430 376,968
459206 $ 943,192 1,025,430 376,963

- 8 §7,229 - §2,229
459206 943,192 1,082,659 39,79
459206 $ 1,000,421 1,082,659 176,968
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Schedule 1

ORLEANS PARISH §CHOOL BOARD
Mew Orleans, Louisiana

GOVERNMENT-WIDE EXPENSES BY FUNCTION
FOR THREE YEARS ENDED JUNE 30,2007

{Unaudited)
2007 2008 2005
Governmental aclivities:
Instruction:
Regular pragrams $ 22,992,213 $ 85,733,542 $ 194,806,464
Special programs 8,556,312 19,936,837 68,739,302
Other instructional programs 16,202,368 21,428,813 59,180,964
Support services:
Student services 3,250,262 10,405,282 34,502,987
Instructional staff support 3,794.717 6,059,902 27,901,552
General Administration 7.939,091 10,659,523 12,684,029
School administration services 1,596,729 9,507,999 25,285,587
Business services 10,149,082 32,038,962 10,167,784
Studsnt transpontation services 5,543,442 4,332,482 19415241
Cantral services 0,272,856 5,603,428 20,320,371
Plant services 16,111,135 41,351,414 43,780,355
Other 2,630,253 €,765,022 454 438
Food services 2,112,865 4,583,986 23,722 467
Transfer to Charter Schools and RSD 127,241,911 28,038,324 -
Repairs on behalf RSD schools 12,914,455
Interest on long-term debt 16,614,260 16,881,797 17,141,313
Total governmental activities $ 266,921,951 $ 03428110  § 561,083,754

Note: The above information is available only for the thres years shown
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Scheduls 2

ORLEANS PARISH SCHOOL BOARD
New Orleans, Lovislana

GOVERNMENT-WIDE REVENUES
FOR THREE YEARS ENDED JUNE 30,2007

{Unaudited)
2007 2006 2005
Program revenues:
Charges for sarvices $ 25410,114 3 - $ 779,330
Operating grants and contributions 33,549,099 33,801,954 83,163,345
Capital grants and contributions 4,033,894 - -
General revenues:
Taxes 172,132,377 129,430,254 200,920,491
State revenus sharing 2,420,236 3,217,414 2,850,381
Grants and contributions not
restricted to specific programs 33,378,463 98,180,965 218,612,049
Interest and investment eamings 9,325,178 2,584,163 1,129,215
Miscellaneous 16,002,189 15,243,022 12,392,889
Total gavernmental activitios $ 298,251,550 $ 262,457, 812 $ N 9!847,600

Nots: The above infarmation is available only for the three years shown
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Instructional:
Regular
Special
Cther instructional progrems
Support Services:
Pupil
Instructional Staff
Genera! administration
School administration
Business admnistration
Business services
Maintenanace of plant
Pupil transportation
Central services
Food services
Capital Outlay
Other
Debt Service
Total

Schedule 3
ORLEANS PARISH SCHOOL BOARD
Naw Orieans, Louisiana
General Fund Expenditures by Function
Last Ten Fiscal Years
(Unaudited)

200807 _ 200808 = __200405  __2003-04
$§ 14704750 $ 37609376 § 165776902 § 164822376
1,644,518 8,751,997 53,973,784 53,480,499
953,387 4,031,308 7.104,077 5,085 898
1,701,780 4,758,256 31,991,866 32,144,738
1,067,502 1,503,732 12,493,798 12,742,945
7.130,149 5,193,535 11,867,615 9,909,996
1,434,032 4,320,659 22,885,725 22,700,785
8,120,544 17,073,174 8,401,343 13,372,082
13,317,687 17,602,740 46,288,702 47,811,448

4,908 026 1,842 567 17,033,284 17,927,731
8,285,779 2,189,754 19,227,657 16,778,330

- - 130,987 150,104

41,782 - 630,225 515,854

7,619 771,580 30,660 14,180

3,624 851 1,070,912 716,876
$ BIZUBEES $ 00271530 $_00O16SIT § 3,153
1 P . =] - — ..} f ——H———8 . ]
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2002-03 £001-02

$ 166,360,842
52,522,261
4,884,913

26,462,287
12,297,344

6,734,137
21,886,416

5,144,277
54,593,365
17,544,713
15,021,260

68,324
588,018
272177
930,883

$ SB3TAT

2000-01

$ 180,145,279 § 183,466,272

53,170,305
3,187,129

23,080,876
12,781,215

2.411,736 -

24,304,930

6,971,3N
50,189,705
17,740,299
24,944,125
45,181
558,059

$IOEWZT  $ LTI
- ———— e ———

54,123,729
1,756,491

19,103,994
11,091,657

4,911,423
20,668,888

4,289,055
42815493
18,512,315
23,447 465

8,014
658,350

1899-00

1968-89

§ 181,033,801
52,036,348
3,791,572

19,822,572
9,310,240
5,291,808

20,724,547

4,756,515
39,582,554
16,803,935
24,172,164

3,687
539,191

$TITEESEE

iy L

$ 132,206,726 §
42,425,308

25,716,086
7.658,787
6,577,085

17,172,879

54,802,795
36,932,338
14,738,484
15,036,356

1,238,414-
$ TBLTERE S

199788

126,336,224
40,887,202

23,835,058
7.248,140
6,183,756

16,268,629

654,140,085
31,496,548
13,805,154
11,690,184

1,084,106
e ——
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EXHIBIT A

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Orleans Parish School Board

New Orleans, Louisiana

‘We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the Orleans Parish School Board (the School Board) as of and for the year
ended June 30, 2007, which collectively comprise the School Board’s basic financial statements and have
issued our qualified report, which included an explanatory paragraph relating to component units not included
in the financial statsments, thereon dated March 17, 2008. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

In planning and performing our audit, we considered the School Board’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the School
Board’s internal control over financial reporting.  Accordingly, we do not express an opinion on the
effectiveness of the School Board’s internal control over financial reporting.

Our consideration of the intemal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A contro] deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements ona
timely basts. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the School Board’s ability to initiate, anthorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that 2 misstatement of the School Board’s financial statements that is more than inconsequential will
not be prevented or detected by the School Board’s intemal control. We consider the deficiencies described in
the accompanying schedule of findings and questioned costs as items 2007-1, 2007-2, and 2007-3 to be
significant deficiencies in internal control over financial reporting.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the School Board's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies, and accordingly would not necessarily disclose all significant deficiencies that are
also considered to be material weaknesses. However, of the significant deficiencies described above, we
consider items 2007-1 and 2007-3 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School Board’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed one instance of noncompliance that is required to be reported under Government
Auditing Standards and which is described in the accompanying schedule of findings and questioned costs as
item 2007-5.

This report is intended for the information of the Orleans Parish School Board, management, federal and state
awarding agencies and the Louisiana Legislative Auditor and is not intended to be and should not be used by
anyone other than these specified parties. However, under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

Pactitpmide. -htlitlf

Metairie, Louisiana
March 17, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Orleans Parish School Board
New Orleans, Louisiana

Compliance

We have audited the compliance of the Orleans Parish School Board (the School Board) with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30,
2007. The School Board’s major federal programs are identified in the summary of auditors” results section of
the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the
School Board’s management. Our responsibility is to express an opinion on the School Board's compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Govemnments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the aundit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the School Board’s
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of the School Board’s compliance with those requirements.

In our opinion, the Orleans Parish School Board complied, in all material respects, with the requirements
referred 1o above that are applicable to each of its major federal programs for the year ended June 30, 2007.
However, the resuits of our auditing procedures disclosed an instance of noncompliance with those
requirements, which is required to be reported in accordance with OMB Circular A-133 and which is described
in the accompanying schedule of findings and questioned costs as item 2007-4.

Internal Control Over Compliance

The management of the School Board is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the School Board’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance. Accordingly,
we do not express an opinion on the effectiveness of the School Board’s internal control over compliance.
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A control deficiency in the School Board’s internal control over compliance exists when the design or
operation of a control does not altow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the School Board’s ability to administer a federal program such that there
is more than a remote likelihood that a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the School Board’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the School Board’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first

paragraph and would not necessarily identify all deficiencies in internal control that might be significant

deficiencies or material weaknesses. We did not identify any deficiencies in intemmal control over compliance
- that we consider to be material weaknesses, as defined above,

The School Board’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the School Board’s response and, accordingly,
Wwe express no opinion on it.

Schedule of Expenditures of Federal Awards

We have andited the financial statements of the Orleans Parish School Board as of and for the year ended
June 30, 2007, and have issned our qualified report, which included an explanatory paragraph relating to
component units not included in the financial statements, thereon dated March 17, 2008. Qur audit was
performed for the purpose of forming an opinion on the financial statements taken as a whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by OMB Circular A-133 and is not a required part of the basic financial statements, Such
information has been subjected to the auditing procedures applied in the audit of the financial statements and,
in our opinion, is fairly stated, in all material respects, in relation to the financial statements taken as a whole.

This report is intended for the information and use of the Orleans Parish School Board, management, federal
and state awarding agencies and the Louisiana Legislative Auditor and is not intended to be and should not be
used by anyone other than these specified parties. However, under Louisiana Revised Statute 24:513, this
report is distributed by the Legislative Auditor as a public document.

Pootltpurnid— Yy etlerity

Metairie, Louisiana
March 17, 2008




Orieans Parish Schesl Board
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2007

CFDA Prit-Through
Federal Grantuy/TPass- Gra: Name Numb GraatwNo.
CASH FEDERAL AWARDS
United States Department of Homeland Security (FEMA)
Peusad Through Lovisisns Dopertuweot of Educets
FEMA Disaster Relief Program 97036 -
Total United Staes Department of Homeland Security
United States Departmont of Agriculiure
Passed Through Louisians Department of Agriculture:
Food Distritation Progran 10,550 .
Pamssed Through Louisiana Department of Education:
School Breakfast Program 10.553 -
Nations] Schoot Lunch Program 10,555 -
Swrmer Food Service Progmm 10.559 -
Total Unhed States Department of Agriculture
United Stxies Department of Education
Prszad Though Louisians Depertment of Education:
Improving America’s Schools Act (IASA) / No Child Left Behind Act (NCLB):
04-T1-36, 03-T1-36,
Title [ Grants % Local Educational Agencies $4010A  (M-TA-36,05-TA-36
Migrant Education - Basic State Grant Program $4011A 05-MI-36
Reading First $4.357A 05-RF-36
04-560-36, 05-60-36,
Titla 11 English Langmage Acquisition $4.367A 04-60-36C
Enkancing Fducation Thrugh Technnlogy 34.318X 054936
Title I, Part A, Teacher and Principal Traising & Recruiting B4.367A 05-50-36
Title IV {Safe snd Drug-Free Schools - State Grant) $4.186A 04-70-36C, 05-70-36
Ionovmive Education Programs Straegies - Title V $4.293A 05-80-36
Education for Homaleas Children snd Youth - Tide X B4 I96A 05-H1-36
Tweoty-First Cattery Commasity Leaming Ceoters L1 04-CC-36,05-CC-36
04-B1.36, 05-B1-36,
Grant to States (Part B) 84,0274 05-B1-26C
Exly Ckildhood - FAPE 84.173A 04-P1-36, 03-P1-36
Voeationa! Education:
Basic Grants to States - Carl Pexkins Grant 84048 05-02-36
Restut 94,9384 06-IR-36
Tolal United States Department of Education
US Department of Health and Human Services
Passed Through the Louisiass Deparimnent of Education:
Temporary Aid to Nocdy Families (TANF):
After Schnal For All 93,558 05-08-36, 06-08-36
LA 4 Pre-Kindergarien Program 93,558 28-0435
Total United States Department of Health and Humnan Services
United States Deperunent of Defiense Diroct Programs 12.998 -
Total Cash Federal Awardg
LOANS
United States Department of Homeland Security (FEMA)
Special Commmity Disaster Loans 97.030 -
Total Expenditures of Federal Awards

-5

EXHIBIT C

Charter
OPSE Pats-Thru
Expenditure Expenditwre
5400316 898,088
5400316 498983
138,542 -
64,728 106,777
614,286 1,004,071
47595 039
—_— S L1320
8,359,522 2022 963
m -
33,090 -
124,698 .
1,036,504 -
1,101,191 1,047,190
51,476 109,019
92,354 93,303
179,710 -
181,134 -
6,396,998 -
18,453 -
147,600 -
- 4,430,903
17,762,454 7,728,587
91,354 -
173,500 -
364,354 -
214677 .
25607250 3326813
59.476,084 -
85,083,904 9,826,315
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ORLEANS PARISH SCHOOL, BOARD

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

TEA-B ENTA

The accompanying schedule of expenditures of federal awards inchides the federal grant activity of Orleans
Parish School Board and is presented on the modified accrual basis of accounting. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of the basic financial statements.

NOTE B - FOOD DISTRIBUTION

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and
disbursed. At June 30, 2007, the organization had food commaodities totaling $60,237 in inventory.

NOTE C - RECONCILIATION TO THE BASIC FINANCIAL STATEMENTS

The expenditures listed in the accompanying schedule are reported in the following funds in either the
governmental funds statement of revenues, expenditures and changes in fund balances (basic statement) or the
nonmajor special revenue funds combining statement of revenues, expenditures and changes in fund balance,
(supplemental information) of the Orleans Parish School Board's June 30, 2007 financial statements.

General Fund s 214,677
Hurricane Katrina Restoration Fund 7,299,304
Other Federal Funds 25,855,894
Child Nutrition Fund 2,064,790
Financial Statement Total 35,434,665
Special Community Disaster Loans
included in Statement of Net Assets 59,476,054

Schedule of Expenditures of Federal Awards Total $ 94,910,719




ORLEANS PARISH SCHOOL BOARD
SCHEDULE OF TIONED COSTS

YFAR ED E 30, 2007

Summary of Auditors’ Results
Financial Statements

Type of auditors’ report issued: Unqualifed

s  Material weakness (es) identified? X yes no
» Significant deficiencies identified that are

not considered to be material weaknesses? X yes N i+
Noncompliance material to financial _
statements noted? —yes —X _mno
Federal Awards
Internal control over major programs:
¢  Material weakness (es) identified? yes X no
+  Significant deficiencies identified that are

not considered to be material weaknesses? yes X ___no

Type of auditors’ report issued on compliance for major programa: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with section 510(a)

of Circular A-1337 X___yes no
Identification of major programs:

CEDA Numbers Name of Federa] Program or Cluster

97.036 FEMA Disaster Public Assistance Grants

10,553, 10.555, 10.559  Child Nutrition Cluster ,

84.010 Title ] Grant to Local Educational Agencies

84938 Immediate Aid to Restart School Operations

84.396 Improving Teacher Quality State Grants (Title II)

84.027,84.173 Special Education Cluster (IDEA)

97.030 . Special Community Disaster Loans

*  The threshold for distinguishing types A & B programs — $1,063,040

®  The Orleans Parish School Board did not qualify as a low-risk auditee.




Effect:

Recommendation:

Management’s
Response:

An adequate internal control structure would require the timely reconciliation of
all special revenue expenditure accounts on a monthly basis to ensure that all
transactions are properly recorded and that the accounts do not contain any
errors,

Many expenditure balances in several special revenue funds required several
adjustments.

Due to the absence of written procedures and inadequate management
supervision, the School Board does not have an adeguate control environment
to ensure that all special revenue expenditure accounts are reconciled on a
monthly basis.

The failure to properly examine/reconcile special reveniue expenditure accounts
in a timely manner could result in errors and/or imrcgularities that may exist
without being identificd and corrected. The unadjusted balances in the special
revenue expenditure accounts were incorrect and, therefore, management and
budgetary controls could not be performed effectively.

The School Board should implement an adequate control environment that
includes written procedures and management monitoring to ensure that all
special revenue expenditure accounts are reconciled in a timely manner and
reviewed by an appropriate supervisor. Written procedures should specifically
identify employees to perform the reconciliations and the supetvisor that is
responsible for the review and approval.

We agree with this recommendation. Specific individuals have been assigned
the responsibility for monitoring, on a periodic basis, actual expenditures to
ensure that they are correct and proper. Additionally, written procedures have
been developed and are being distributed to the relevant employees.

2007-2 Interpal Contro] Over Financial Reporting

Criteria:

Condition:

The definition of internal controls aver financial reporting is that policies and
procedures exist that pertain to an entity’s ability to initiate, record, process, and
report financial data consistent with the assertions embodied in the annual
financial statements, which for the School Board is that financial statements are
prepared in accordance with generally accepted accounting principles (GAAP).
Our responsibility under current audit standards requires us to communicate this
issue to management and the Board.

Several transactions were recorded in the incorrect fund. For example, 100
percent of the ad valorem and sales taxes were recorded in the General Fund but
a portion of the receipts should have been recorded in the Debt Services Funds.
Likewise, the liability for unemployment insurance and several legal claims
were recorded in the General Fund but should have been recorded in the Long-
Term Obligation Fund.
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Effect:

Cause:

Recommendation:

Management’s
Response:

2007-3

Criteria:

Condition;

Cause:

Effect:

Recommendation:

Management’s
Response:

During the course of our audit procedures we identified several significant
adjusting entries to general ledger accounts. Due to the significance of the
financial statement adjustments, this is an indication that the internal control
over financial reporting of the School Board meets the definition of a significant
deficiency. However, we do not believe that this finding reaches the level of a
material weakness.

Management has an inadequate understanding of the governmental accounting
model.

Management should improve its understanding of govemmental accounting and
financial reporting using the GASB 34 model.

We agree with this recommendation. Steps have been taken to improve
management’s understanding of the GASB 34 model. Specifically, several
individuals will be attending various training sessions. Additionally,
management will seck to minimize the differences between internal and external
financial reporting.

tion of Duti

Adequate internal controls relating to wire transfers require that specific
procedures be in place to ensure that wire transfers are properly accounted for
and that there are no misappropriations of the School Board assets.

Wire transfers can be completed via the internet by one of three authorized
individuals without dollar limitations and without an additional individual
approving the transfer in the bank system. Some bank accounts are monitored
on a daily basis by someone other than an authorized individual, but
opportunities remain for misappropriation.

There are no limitations or secondary approvals currently set up in the bank
system.

The lack of dollar limitations and secondary approvals for wire transfers could
result in the School Board assets being misappropriated and/or the financial
statements being materially misstated.

The School Board should implement additional intemal controls relating to the
wire transfers function in the form of dollar limitations and secondary
approvals, There needs to be additional segregation of duties to ensure that the
School Board assets are not misappropriated.

We agree with this recommendation. The authority for certain employees to
make wires has been changed. Specific dollar limits have been installed. Wires
above the dollar threshold require a secondary approval.




2007-5 Timely Submission of Audit Report To Legislative Auditior

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Management's
Response:

Audit reports are required to be submitted to the Louisiana Legislative Auditor
within six months of the fiscal year end.

The audit report was submitted to the Louisiana Legislative Auditor beyond the
required six months following the fiscal year end. Extension requests were
submitted to extend the due date to March 31, 2008.

Extensions were requested in order to provide additional time to attempt to
receive all of the charter school audit reports to be included as component units
in the financial statements.

The tnability of the School Board to receive all of the charter school audit
reports timely resulied in the School Board audit being completed beyond the
December 31, 2007 submission deadline.

The School Board should implement procedures to ensure timely submission of
charter school audit reports.

We agree with this recommendation. Procedures will be implemented to
require submission of audit reports from charter schools in a timely manner.
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Findings — Single Audit OMB Circular A-133 Findings and Questioned Costs

Federa! program and specific Federal award identification:

Criteria:

Condition:

Questioned Costs:

Cause:

Effect:

Recommendation:

Management’s
Response:

CFDA 10.553, 10.5535, 10.559 - Child Nutrition Cluster

The School Board must maintain records of the students’ eligibility for the
program. {Code of Federal Regulations Title 7 Chapter II).

The supporting documentation for three of forty students tested for eligibility
could not be provided by the School Board.

Questioned costs, if any, cannot be determined.

The School Board failed to obtain and/or maintain proper documentation to
support eligibility for the program.

The School Board is in violation of the provisions included in the Code of
Federal Regulations Title 7 Chapter II.

The Child Nutrition Department should maintain proper supporting
documentation of eligibility determinations for all students.

We agree with this recommendation. Child Nutrition has adjusted its practices
and developed specific written procedures to ensure that eligibility
determinations are properly maintained.

-1f-




EXHIBIT E

ORLEANS PARISH SCHOOL BOARD
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

General Overview by Management on the School Board’s Accounting and Administrative
Situation

As noted in prior years’ Audit Reports on Compliance and Internal Control, the School Board’s
System of Internal Controls and related processes, procedures and human resources were inadequate.
These inadequacies compromised the safeguarding of assets and the ability to maintain accurate
financial books and records. This situation also resulted in the outside auditors being unable to
express an opinion on School Board’s annual financial statements for the past three fiscal years.

The School Board hired several consulting firms in 2004 and 2005 to rectify the situation; however
this work resulted in only limited improvements, The situation was also hampered by the high
turnover of finance and accounting personnel. In July 2005, the Schoo! Board hired the consulting
and restructuring firm of Alvarez & Marsal (A&M) to provide financial advice and an objective
review of the School Board's financial controls, policies and procedures. Specifically, A&M was
hired to assess the School Board’s existing financial condition and to implement effective financial
systems, a restructured finance and accounting organization, and to develop policies and procedures
that would improve the accuracy and timely compilation and presentation of financial information,
A&M has been actively delivering services, including performing or assisting the School Board’s
accounting and finance personnel perform their on-going duties, these past 18 months. These services
include all the changes made necessary by Hurricane Katrina which occurred in late August, 2005.

Due to the inadequacies of the School Board’s system of internal controls and related processes, A&M
implemented a temporary control environment as a work around to respond fo these deficiencies. This
temporary control environment relied upon a series of manual controls involving cash receipts and
cash disbursements whereby all receipts and expenditures were manually tracked and A&M retained
signatory control over all cash activity. This temporary solution was not intended to be a substitute for
a comprehensive system of internal controls, but rather an interim solution during the development and
implementation of a new comprehensive financial system. This temporary control environment
provided adequate assurance that the School Board’s assets were being propetly safeguarded and
allowed for timely, reliable and accurate financial reporting to be reestablished on an interim basis
while the new comprehensive financial system was being implemented.

The School Board's school system has changed substantially since Hurricane Katrina and the
enactment of Act 35, which was passed by the Louisiana State Legislature in November, 2005. Act35
transferred operational control of approximately 83% of the School Board’s schools to the Louisiana
State Department of Education’s Recovery School District (RSD). The student population in the
School Board controlled schools and School Board’s charter schools has decreased from 63,000
students to approximately 9,400 students and the number of schools continuing to be under the School
Board’s control was reduced from 126 to 18. During late 2005 and early 2006, the School Board re-
opened 6 schools under its direct control (approximately 3,000 students at end of the fiscal year ended
June 30, 2006, school year) and authorized the opening of 12 charter schools that had approximately
6,400 students at the end of the current fiscal year. Starting with the fiscal year ended June 30, 2007,
5 of these 12 charter schools were transferred to the control of RSD.
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As a result of Hurricane Katrina, the School Board’s permanent administrative offices were destroyed
forcing the Schools Board to occupy a series of temporary administrative office locations. During a
twelve-month period post-Katrina, the School Board’s administrative operations were forced to
relocate a total of five times until new permanent location was obtained in August 2006. The transient
nature of conducting its administrative operations during this period was very disruptive to the School
Board’s overall administrative operations and had resulted in numerous documents being either
misplaced or lost.

During 2006 and 2007 work continued on the development and implementation of a new
comprehensive financial system. Many new and or improved internal control processes and
procedures have been developed and implemented which are providing a significant improvement to
the School Board’s internal controls, financial accounting and management reporting. The School
Board has also impiemented a new Financial Accounting, Human Resources and Payroll System from
Tyler Technologies, Inc., Munis Division (Munis). The implementation of this new system started in
April of 2006, with the Payroll and Human Resource modules added in July 2006. The Munis AFR
Reparting module was implemented in the Fall of 2006 and was used to prepare the fiscal year 2006
Annual Financial Report (AFR) for submission to the State of Louisiana Department of Education.
New Crystal financial reports using the Munis System accounting data were developed and tested
during the last half of 2006. These management financial reports were implemented during January
2007. There are more control processes and procedures that are in the final stages of development and
formalization as of the report date, including new Munis modules for Billing and Accounts Receivable
and a new GASB 34 reporting module. The School Board’s internal control environment should
continue to improve once all of the new procedures and processes are formalized and fully understood
and effectively implemented (including the new Munis accounting system) by both new and on-going
School Board accounting and administrative employees.

The historic high turnover of the School Board’s accounting and administrative staff has continued to
hinder the School Board post-Katrina. It has been extremely difficult to find competent accounting,
IT, HR and other administrative staff during 2006 and 2007 for either temporary or permanent
positions. Some of the newly hired permanent School Board staff commenced working in January
and February 2007. As of the report date, the School Board is stil! using some temporary accounting
staff, including staff from other professional consulting firms. As e consequence of the School
Board’s inadequate staffing since Hurricane Katrina, A&M resources were required to assist in
performing the on-going accounting and reporting functions. Many of the new permanent staff have
not yet been fully trained in the new control procedures and accounting processes that are currently in
existence and those that are in the final stages of development. As soon as this training is completed
for ail new employees and they develop the necessary understanding and competence, additional
significant improvements and efficiencies in the accounting processes should be forthcoming. Itisthe
School Board’s plans to have the A&M staff continue to transition their knowledge of the new
processes and procedures to both School Board personnel and the temporary professional personnel
during the first quarter of 2007. This knowledge transition and the completion of the final procedures
by A&M should be completed by March 31, 2007. Most of the A&M staff will then roll off this
assignment. Some of the other temporary professional staff may continue on for a period after
A&M’s departure to continue assisting the School Board’s staff with their on going accounting and
administrative work and also to help them learn and re-enforce the new control processes and
procedures.

Management’s responses below for the fiscal year ended June 30, 2006 audit findings will not repeat

the above general management overview and overall improvement plan, but it should be taken into
consideration when reading management’s response to each audit finding.
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200 Il an

Recommendation:

Current Status:

b} HArces

The School Board should develop written internal control procedures within the
payroll and human resource departments to include a control environment with
management monitoring the process to ensure that payroll and human resource
personnel are complying with policies established by the School Board.

Resolved

2006-2 Accrued Expenses and Disbursements

Recommendation: The School Board should review the accrued expense account on a monthly
basis and determine the propriety of the accrued expenses. Also the School
Board should implement adequate internal controls relating to the accrued
expense/disbursements function. There needs to be management oversight to
ensure that the School Board is complying with their policies and procedures.

Current Status: Partially Resolved. The School Board is not maintaining a copy of the
signatures for authorization of purchase orders. Therefore, no documentation of
purchase order approvals is available. We recommend that this documentation
be maintained.

Management’s

Response: We agree with this recommendation. The purchasing procedures have been
modified so that a copy of the signed purchase order is retained.

2006 - 3 Bank Reconciliations

Recommendation: The Schoo! Board should implement an adequate control environment that

" includes written procedures and mansgement monitoring to ensure the research
or bank reconciliation outstanding items in excess of 180 days.

Current Status; Partially Resolved. Several old outstanding checks were noted on bank
reconciliations; however, they were not considered material to the financial
statements.

Management’s

Response: We agree with this recommendation. Written bank reconciliation procedures

have been developed that outline the operational steps for resolving all stale
items including checks outstanding in excess of 180 days. These new
procedures have been implemented.
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2006 - 4 Special Revenue Account Reconciliations

Recommendation: The School Board should implement an adequate control environment that
includes written procedures and management monitoring to ensure that ail
special revenue accounts are reconciled in a timely manner and reviewed by an
appropriate supervisor. Written procedures should specifically identify
employees to perform the reconciliations and the supervisor that is responsible
for the review and approval.

Current Status: Not Resolved. See repeat finding 2007-1.

2006-5 Student Activity Funds
Recommendation:  The School Board should implement adequate internal controls relating to the

student activity funds.
Current Status: Resolved
' 2006-6 Segregation of Duties

Recommendation:  The School Board should implement adequate internal controls relating to the
receipts function in the form of a segregation of duties. There needs to be
, management oversight to ensure that the School Board is complying with their
policies and procedures and o ensure that the School Board assets are not

misappropriated.

Current Status: Resolved

2006-7 Timely Submission of Audit Report To Legislative Auditior

Recommendation: It is recommended that the School Board hire a sufficient number of competent
accountants and other professionals which will facilitate a timely reconciliation
of account balances.

Current Status: Not Resolved. Sec repeat finding 2007-5.

200 Upon

Recommendation: It is recommended that the School Board access information and documentation
which will allow for independent auditors to perform agreed upon procedures in
the future,

Current Status: Resolved.
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Findings - Single Audit OMB Circular A-133 Findings and Questioned Costs

2006-2 Disbursement Support

Federal program and specific Federal award identification:
84.010A - Title I, Part A - Grants to Local Educational Agencies

Recommendation:  The Program personnel should comply with the provisions of OMB Circular A-
87. Supporting documentation should be obtained for all program charges and
maintained on file in the School Board’s accoumnts payable department.

Current Status: Resolved

2006-10 Suspension and Debarment
Federal program and specific Federal award identification:
84.010A - Title I, Part A - Grants to Local Educational Agencies

Recommendation: The Procurement Department should comply with the provisions of A-102
Common Rule.

Current Status: Resolved

2006-11 Suspension and Debarment

Federal program and specific Federal award identification:
97.036 — Disaster Grants-Public Assistance Grants

Recommendation: The Procurement Department should comply with the provisions of A-102
Common Rule.

Current Status; Resolved

2006-12 Emplovee Certifications
Federal program and specific Federal award identification:
84.010A - Title I, Part A - Grants to Local Educational Agencies

Recommendation:  The Program Director should comply with the provisions of OMB Circular A-
87.

Current Status: Resolved
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2006-13 Allocation of Title ] Fands to Private Schook
Federal program and specific Federal award identification:
i | 84.010A - Title L, Part A - Grants to Local Educational Agencies
, " Recommendation: The Program Director should comply with the provisions of Title L, Part A and
| set up processes whereby the School Board allocates the correct portion of Title
I funds to eligible private school children.

Current Status: Resolved

act Aide Dishbn n rt
Federal program and specific Federal award identification:
84.938C — Hurricane Education Recovery Act Programs — Impact Aide
Recommendation: The Program Director should comply with the provisions of the Hurricane
Education Recovery Act Program-Impact Aide and set up processes whereby
the School Board management provides oversight to ensure that the School
Board is complying with disbursement policies and procedures.
Current Status: Resolved. There were no expenditures for the Impact Aide program in fiscal
year 2007.
tart P ) re
Federal program and specific Federal award identification:
84.938A - Hurricane Education Recovery Act Programs —~ Restart
Recommendation:  The School Board should develop written internal contro! procedures within the
payroll and human resource departments to include a control environment with

management monitoring the process to ensure that payroil and human resource
personnei are complying with policies established by the School Board.

Current Status: Resolved
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Independent Accountant’s Report
On Applying Agreed-Upon Procedures
To the Members of the
Orleans Parish School Board
New Orleans, Louisiana:

We have performed the procedures included in the Louisiana Governmental Audit Guide and enumersted
below, which were agreed to by the management of Orleans Parish School Board and the Legislative
Auditor, State of Louisiana, solely to assist users in evaluating management’s assertions sbout the
performance and statistical date accompanying the annual financial statements of Orleans Parish School
Board and to determine whether the specified schedules are free of obvious errors and omissions as
provided by the Board of Elementary and Secondary Education (BESE) Bulletin. This agreed-upon
procedures engagement was performed in accordance with standards established by the American Institute
of Certified Public Accountants and applicable standards of Government Auditing Standards. The
sufficiency of these procedures is solely the responsibility of the specified users of the report.
Consequently, we make no representation regarding the sufficiency of the procedures described below
cither for the purpose for which this report has been requested or for any other purpose.

Our procedures and findings relate to the accompanying schedules of supplemental information and are 2s
follows:

1. We selected a random sample of 25 transactions and reviewed supporting documentation to determine
if the sampied expenditures/revenues are classified correctly and are reported in the proper amounts for
each of the following amounts reported on the schedule:

»  Total General Fund Instructional Expenditures,

s  Total General Fund Equipment Expenditures,

» Total Local Taxation Revenue,

=  Total Local Eamnings on Investment in Real Property,
s Total State Revenue in Lieu of Taxes,

» Nonpublic Textbook Revenue, and

*  Nonpublic Traasportation Revenue.

We noted no exceptions.
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Education Levels of Public School Staff (Schedule 2)

2. We reconciled the total number of full-time classroom teachers per the schedule “Experience of Public
Principals and Full-time Classroom Teachers” (Schedule 4) to the combined total number of full-time
classroom teachers per this schedule and to school board supporting payroll recards as of October 1,
2006.

‘We noted no exceptions.

3. Wereconciled the combined total of principals and assistant principals per the schedule “Experience of
Public Principals and Full-time Classroom Teachers” (Schedule 4) to the combined total of principals
and assistant principals per this schedule,

‘We noted no exceptions.

4. We obtained a list of full-time teachers, principals, and assistant principals by classification as of

October 1, 2006 and as reported on the schedule. We traced a random sample of 25 teachers to the

individual’s personnel file and determined if the individual’s education level was properly classified on
the schedule.

We noted no exceptions.

5. We obtained a list of schools by type as reported on the schedule. We compared the list to the schools
and grade levels as reported on the Title | Grants to Local Educational Agencies (CFDA 84.010)
application and/or the National School Lunch Program (CFDA 10.555) application.

We noted no exceptions.

6. Wec obtained a list of full-time teachers, principals, and assistant principals by classification as of

- Qctober 1, 2006 and as reported on the schedule and traced the same sample used in procedure 4 to the

individual’s personnel file and determined if the individual’s experience was properly classified on the
schedule.

We noted no exceptions,
Lublic Staff Data (Schedule 5)

7. We obtained a list of all classroom teachers including their base salary, extra compensation, and ROTC
or rehired retiree status as well as full-time equivalent as reported on the schedule and traced a random
sample of 25 teachers to the individual’s personnel file and determined if the individual’s salary, extra
compensation, and full-time equivalents were properly included on the schedule.

‘We noted mo exceptions.
8. Werecalculated the average salaries and full-time equivalents reported in the schedule.

The number of teacher full-time equivalents (FTE’s) used in computation of average salaries for
classroom teachers excluding ROTC and rehired retirees originally reported to us did not
exclude ROTC and rehired retirees. The number was corrected snd included in this report.




Cluss Size Characteristics (Schedule 6)

9. We obtained a list of classes by school, school type, and class size as reported on the schedule and
reconciled school type classifications to Schedule 3 data, as obtained in procedure 5. We then traced a
random sample of 10 classes to the October 1, 2006 roll books for those classes and determined if the
class was properly classified on the schedule.

The original schedule provided to us was prepared using class information as of October 1,
2007. The schedule included in this report was corrected using class information prepared as of
October 1, 2006.

The testing of class roll books resalted in seven exceptions. The class size per schedule was less
than the class size per roll books in three instances. The class size per schedule exceeded the
class size per roll book in four instances. The total number of exceptions resulted in an
overstatement of 26 students.

Louisiona Educational Assessment Program P) for the 215t Century (Schedule 7
10. We obtained test scores as provided by the testing authority and reconciled scores as reported by the

testing authority to scores reported in the schedule by Orleans Parish School Board.

We noted that the 2005 test scores originally reported to us did not agree to the test scores as
provided by the testing authority. The 2005 test scores have been revised to reflect the correct
scores as provided by the testing authority.

The Graduation Exit or the 21st o hedule 8

11. We obtained test scores as provided by the testing authority and reconciled scores as reported by the
testing authority to scores reported in the schedule by Orleans Parish School Board.

We noted no exceptions.
I [LEAP Tests (Schedule 9
12. We obtained test scores as provided by the testing authority and reconciled scores as reported by the

testing authority to scores reported in the schedule by Orleans Parish School Beard.
We noted no exceptions.

We were not engaged to, and did not perform an examination, the objective of which would be the
expression of an opinion on management's assertions. Accordingly, we do not express such an opinion.
Had we performed additional procedures, other matters might have come to our attention that would have
been reported to you.

This report is intended solely for the use of management of Orleans Parish School Boand, the Louisiana
Department of Education, the Louisiana Legislature, and the Legislative Auditor, State of Louisiana, and
should not be used by those who have not agreed to the procedures and taken responsibility for the

sufficiency of the procedures for their purposes. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

PostlLpymit=. Yl

March 17, 2008
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Orleans Parish School Board
General Fund Instructional and Support Expenditures
and Centain Local Revenue Sources
For the Year Endead June 10, 2007

General fund Instructional and Equipment Expenditures

General Fund Instructionat Expenditures:
Teacher and Student Expenditures:
Classroom Teachers Salaries
Other Instructional Staff Activities
Employee Benefits
Purchased Professional and Technical Services
Instructional Materials and Supplies
Instructional Equipment
Toltal Teacher and Student Interaction Activitias

Other Instructional Activities
Pupil Support Services:
Less: Equipment for Pupil Support Services
Net Pupil Support Services
Instructional Staff Services
Less: Equipment for Instructional Staff Services
Net instructional Staff Services
School Administration
Less: Equipment for School Administration
Net School Administration
Total General Fund Instructional Expenditures

Total General Fund Equipmant Expenditures

8,331,275
682,739
3,660,171
6,396
31,084
387

1,701,779

1,057,502

1,434,031

Schedule 1

12,602,052

1,701,779

1,057,602

1,434,031

16,795,364

387
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ORLEANS PARISH SCHOOL BOARD
NUMBER AND TYPE OF PUBLIC SCHEDULE
FOR THE YEAR ENDED 6/30/07

SCHEDULE 3

TYPE NUMBER
ELEMENTARY 2
MIDDLE/JR. HIGH 0
SECONDARY 3
COMBINATION 0
TOTAL 5
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ORLEANS PARISH SCHOOL BOARD SCHEDULE 5
PUBLIC SCHOOL STAFF DATA
FOR THE YEAR ENDED 6/30/07
CLASSROOM TEACHERS
EXCLUDING ROTC AND
ALL CLASSROOM TEACHERS REHIRED RETIREES
AVERAGE CLASSROOM TEACHERS
SALARY INCLUDING EXTRA
COMPENSATION 38,199 37,978
AVERAGE CLASSROOM TEACHERS
SALARY EXCLUDING EXTRA ‘
COMPENSATION 38,103} 37,383
NUMBER OF TEACHER FULL-TIME
EQUIVALENTS(FTE'S) USED IN
COMPUTATION OF AVERAGE _
SALARIES 249.199] 248.091

Note: Figures reported include all saurces of funding(i.e., federal, state and local) but exclude stipends and
employee banefits. Generally, retired teachers rehired to teach receive less compensation that non-retired
teachers; some teachers may have been flagged has receiving reduced salaries{e.g., extended medicai

leave); and ROTC teach usually receive more compensation because of a federal supplement. For thesa
reasons, these teachers are excluded from the computation in the last column. This schedule excludes day-to-
substitutes, temporary employee, and any teachers on sabbatical leave during any part of the school year.

The numbers above include only teachers that are paid by OPSB.




ORLEANS PARISH SCHOOL BOARD SCHEDULE 8
CLASS SIZE CHARACTERTISTICS
FOR THE YEAR ENDED JUNE 30, 2007
CLASS SIZE RANGE
1 THRU 20 21 THRU 26 27 THRU 33 34+

SCHOOL TYPE NUMBER]PERCENT] NUMBER| PERCENT| NUMBER| PERCENT| NUMBER| PERCENT
ELEMENTARY 1821 28.0% 30] 15.2% 0| 0.0% 22| 786%
ELEMENTARY ACTIVITY CLASSES
MIDDLE
EDLEIJR. HIGH ACTIVITY CLASSES
[HMGH____ 468] 72.0%|  167] ©84.8% 65| _100.0% 8] __21.4%])
HIGH ACTIVITY CLASSES
COMBINATION
COMBINATION ACTIVITY CLASSES
TOTAL 650] 100.0% 187] 100.0% 65| 100.0% 28| 100.0%

Nate: The numbers above include only class size range for OPSB.
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Orleans Parish School Board

Iowa and iLEAP Tests
For the Year Ended June 30, 2007
Schedule 9
Towa Tests
Composite
2085 2004
Towa Tests of Basic Skills (11BS)
Grade 3 36 35
Grade § iz 40
Grade 6 32 28
Grade 7 31 30
Jows Tests of Educationsl Development (ITED)
[Grade 9 32 33

Scores are reported by National Percentile Rank. A student’s National Percentile Rank shows the
student’s relative position or rank as compared to a large, representative sample of students in the
same grade from the entire nation. A student with a score of 72 indicates that the student scored
the same or betier than 72 percent of the students in the norm group.
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Orleans Parish School Board

Iowa and iLEAP Tests
For the Year Ended June 30, 2007
Schedule 9, continued
ILEAP Tests
=District Eglislﬁ;nguage Mathematics Science Social Studies
Achievement Level 2006 3006 2006 2006
Students Moumber | Percent | Number | Percent | Number | Percent | Number | Percent
[Grade3
Advanced ] 4 17 3 9 2 8 2
Mastery 66 13 59 12 43 9 61 3
Basic 142 23 135 27 130 26 172 34
| Approaching Basic 114 2 128 25 172 34 115 23
Unsatisfactory 163 2 166 33 149 30 146 29
Total 507 29 505 100 508 101 505 101
Dristrict Achisvement English Language Mathematics Science Social Studies
Level Resulis Arls
2006 2006 2006 2006
Studeris Number Perceint | Number | Percent | Number Percent | Number | Percent
Grade §
‘Advanced 9 2 16 3 2 0 11 2
Masiery 60 12 32 [] 28 6 34 7
Basic I35 27 151 30 118 23 152 30
[ Approaching Basic 123 24 110 2 166 EX] 133 25
Unsatisfactory I77 35 193 38 189 33 18 36
Total 504 100 502 9 503 100 501 100
District Achievement | English Language Maibematics Scicnce Social Studies
Level Results Arts
2006 2006 2006 2006
Students Number | Percent | Number | Percent | Number | Percent | Number | Percent
Grade §
Advanced 20 4 21 4 10 2 3l 7
M 78 17 40 9 61 J¥] 41 9
Basic 164 35 188 40 134 29 142 3o
| Approaching Basic 118 25 77 16 139 30 134 29
Unsatisfactory 87 19 43| 30 iz3 2 118 25
Totat 467 100 469 (2 467 100 466 100
District Achievement English Language Mathematics Science Social Studies
Level Resulrs Arts
2006 2006 2006 2006
Students Number ] Percent | Number | Percent | Number Percent | Numbar | Percent
Grade 7
Advanced k) 7 28 5 4 3 3 2
Mastery n 14 41 8 63 12 56 11
Basic 156 30 163 3l 121 3 200 39
Approaching Basic 152 29 116 22 154 30 36 27
Unsatigfactory 103 20 171 3 163 32 ] 2
Total 521 100 519 95 515 100 510 101
District Achicvement |  English Language Mathematics
Level Resuits Arts
2006 2006
Students Number Percent | Number Percent
Grade 9
Advanced 37 4 80 9
Mastery 14 12 56 6
Basic 261 28 72 3
[ Approaching Basic 277 30 162 18
| Unsatisfactory 218 26 150 33
Total 9317 100 920 101




Orleans Parish School Board
Iowa and iLEAP Tests
For the Year Ended June 30, 2007

Schedule 9, continued
ILEAP Tests, continued
District Achievement English Language Mathematics Science
Level Results Arts
2007 2007 2007
Stmdents Number Perceat | Number Percent | Number Percent
Grade
Advanced 35 7 51 10 21
Mastery 125 25 9 19 97
Basic _ 207 42 203 41 211
[ Approaching Basic 7 13 91 18 119
Unsatisfactory 54 1i 58 11 50
Total 498 100 498 100 493
District Achievement English Language Mathematics Science
Level Results Arts
2007 2007 2007
Students Number | Percent | Number | Percent | Number | Percent
Grade 8
Advanced 45 10 36 3 ]
| Mastery 10 16 el 17 71
Basic 174 40 162 38 161
| Approaching Basic 67 16 60 14 119
Unsatiefactory 6 13 101 23 !
Total 432 100 432 100 430
District Achievement English Language Mathematics Science
Level Results Arnts
2007 2007 2007
Students Number | Percest | Number Percent | Number Percent
Grade §
Advasced 34 7 45 9 9
Mastery 87 18 69 14 il
| Basic 232 49 252 53 227
|_Approaching Basic 39 19 50 13 1
| Unsatisfactory 36 ] 52 11 43
Total 478 101 478 100 478
District Achievement Eoglish Language Mathematics Science
Level Results Arts
2007 2007 2007
Students Number Peroent | Number Percent | Number Percent
[Grade 7
Advanced 45 9 33 7 19
Mastery 108 21 63 13 [T
| Basic 186 31 232 a 206
[ Approaching Basic 112 1] 51 19 124
Unsatisfaciory 41 ] 71 14 50
Totad 480 9 450 100 488
District Achicvement English Language Mathematics
Level Regults Arts
2007 2007
Students Number Percent | Number
Grade ¥
Advanced it 4 95
Mastery 165 & 86
Basic _ 442 42 404
| Approsching Basic | 287 |23 134
Unsatisfactory 126 12 288
‘Total 1058 101 1054
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